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EVERYONE thinks he favors the 
minimizing of booms and busts. Every- 
one speaks good words for the restrain- 
ing of a boom when it is approaching 
its height—for the sake of lessening the 
subsequent bust. 

Yet, when it comes to doing 
the thing that might restrain a 
boom from going to excess, most 
people balk. The boom seems 
so good, and a little more boom 
seems better. 

At this particular time we 
are in a boom and it will go 
even stronger during at least the 
first six months of 1948, perhaps 
even longer. The economy is all jazzed 
up. No further dose of stimulation is 
required to keep it jazzed up. 

Tax reduction is always a stimulant to 
business. Within the next few months 
we shall get a dose of tax reduction from 
Congress. It is pretty much cut and 
dried, accepted by most Republicans and 
by enough Democrats to insure the over- 
riding of any Presidential veto. Thus, 
when a business boom is approaching its 
height we see the spectacle of an addi- 
tional shot in the arm. 

Of course everyone likes tax reduction 
particularly for himself. It is popular. 
It is well received. It is delightful. Only 
a sourpuss would say to the contrary. 
Yet even in the face of this it is worth 
while to recognize that tax reduction is 
contrary to the theory that booms should 











be restrained at their height in order to 
keep the ensuing bust from having too 
much depth. 

Now we proceed to reduce taxes in a 
time of boom. We dose ourselves up, and 


get higher and higher. In the interest of 


honesty we ought to sit up and 
take notice of what we are doing 
while we are doing it. It may 
not be polite, but it might be 
practical to mention that there’s 
always a morning after. 


THIS CHRISTMAS, new re- 
frigerators come tied in red and 
green ribbons, with a sprig of 
holly, and it is reported to us that many 
are being bought as gifts, as a “remem- 
brance for the little woman.” Installment 
credit is being used more and more to 
pay for these things. This will stretch 
out the January bill paying all through 
the year, and give the little woman a sense 
of participation in the gift, for she can 
economize each month to meet the in- 
stallment. 


ONE OF THE THINGS about the 
issue of price control as advocated by 
C.1.O. unions is that every time it comes 
up for discussion some “thoughtless per- 
son” also mentions wage control as an 
accompaniment. The habit of tying the 
two together in public discussions is very 
irritating to union leaders, and if people 
don’t stop it some of the union leaders 
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are going to slip around and see their con- 
gressmen and tell them not to fight any 
too hard for price control. 


STORIES of gray markets in steel cir- 
culate continually, but are hard to check 
up. Here is one which came to us re- 
cently, and for whose authenticity we 
can vouch. 

A manufacturer of an essential article 
which requires sheet steel found after the 
war that he could get very little of it 
through regular channels, because of a 
complicated set of technicalities. He was 
faced with shutting down and throwing 
hundreds of workmen out of 
employment. At this point he 
was approached by a “contact,” 
who told him of a certain firm 
of “agents” of a “syndicate’’ 
who could procure steel for him. 
He got in touch with them and 
arranged to buy several hundred 
tons at a price about double the 
regular mill price. He kept his 
plant running and his workers employed— 
at a price. The transaction was very 
secret. He-was warned not to disclose 
any names, lest he get no more steel. 

We don’t know how to characterize this 
sort of business. Perhaps it is just “free 
enterprise,” with freedom for one side to 
exploit a national shortage situation 
caused by war, and freedom for the other 
side to be exploited and try to like it— 
freedom all around. Perhaps it is robbery 
at the point of a gun of necessity. Cer- 
tainly it is not bootlegging, for boot- 
legging is illegal, and this steel hold-up 
is regarded as legal. It may be merely 
“smart business.” If so, it would be nice 
if the victims of such smart business would 
cultivate long memories that would still 
be fresh when the buyer’s market returns. 


FROM NOW until next November is 
the open season for pointing of the finger 
of blame as between Democrats and Re- 
publicans, and we heard an old-time 
senator say the other day that he regretted 
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not having been born with ten fingers on 
each hand. 


WE HAVE been abroad only a few 
times, and there are still some things about 
foreign nations which we do not quite 
understand, but some Americans who go 
and come every week or so, and who seem 
to regard Detroit as just a hop from Lon- 
don, tell us that what this country has to 
export, which it can spare, is know-how, 
how to do things in business. These Ameri- 
cans don’t puff up their chests and talk big 
about it. They just say it quiet like, as if 
it were a simple fact, no doubt about it. 

These men think that it would 
be good to team up our indus- 
trial brains here in the United 
States with the facilities in those 
other countries. Those countries 
have materials, markets, labor, 
which are things to work with. 
If we could just manage to send 
a few young fellers over there 
who knew how to make all those 
facilities click, it would be a good thing 
for them and for us. For them we could 
produce more goods. For us we would 
make some money. (The money-making 
motive is never absent from the talk.) 

In early days of this country we de- 
veloped the West with some hard-fisted 
men from the East who thought they 
could make big money in the West. They 
did. They made so much money that 
some of their grandchildren are trying to 
figure out how to administer it. But 
they developed the West. 

These days we have much more to work 
with. We have graduates of engineering 
colleges. We have young men who'd like 
to have a fling at what they call “foreign 
service.” They would even like to marry 
their girls and take them with them. All 
this is possible. It is even probable that 
within the.next ten years the principal 
export of this country will not be goods, 
made here, but savvy on how to help 
“those foreigners’ make goods for them- 
selves, there. 
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LOOKING HARD for things to be 
cheerful about, we find that the U.N.., 
approaching its second birthday, put a 
damper on the Indonesian war, estab- 
lished a watchdog commission over the 
Greek fuss, and reached a majority de- 
cision on the Palestine problem—the U. S. 
and Russia voting together. 


GENERAL EISENHOWER, as a sen- 
sible man from Kansas, knows that he is 
a pig-in-a-poke. He may know what he 
thinks about this and that, but as a sensible 
man he must know that the voters haven’t 
the faintest idea of what he stands for, or 
what he would do if he were 
President. He probably thinks 
that all the hullabaloo about 
him is nuts. To be more accu- 
rate, he probably thought this 
when the hullabaloo started. As 
it progressed, as people came to 
him and whispered things in his 
‘ar, he probably got to wonder- 
ing whether it might be true. As 
he woke up in the middle of the night and 
thought about it, he probably thought 
it might work out. Quite sincerely he 
thought it was nuts, quite sincerely he 
wondered whether it was. That’s prob- 
ably where he is now at. 

We think he is a strong possibility. 
The reason we think so is that according 
to all the popular opinion polls so many 
ordinary voters seem to think so. An- 
other reason we think so is that many of 
the politicians to whom we talk, both 
Democratic and Republican, say that 
“Eisenhower is one man you couldn’t 
beat.”” We notice, too, that the Demo- 
crats are assiduously trying to find what’s 
wrong with him. 

We have done our share of lambasting 
politicians, but there’s one thing to say 
about them: They know their business, 
which is politics. As businessmen know 
business, so politicians know politics. 
The Democratic politicians are afraid of 
Eisenhower. They think he might lick 
them. And the Republican politicians are 
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afraid of Eisenhower, because they fear 
he might take their party candy away 
from them. The only political friends 
Eisenhower seems to have are the voters. 
This makes it even more alarming for the 
Republican politicians, for they don’t 
want to get into that old mess again, as 
they did with Willkie. 

One of Eisenhower’s close friends who 
has known him for years assures us 
that he is “a dependable conservative.” 
This is amplified by the assurance of 
another friend (for years) that “Dwight 
was always a liberal. His every thought 
was that of a liberal.” 

One of our associates who 
studied history at night tells 
us that it reminds him of the 
Whigs in 1840. They had some 
big men in politics, like Webster, 
Clay and Tyler, but they put 
these aside and nominated a 
general, General William Henry 
Harrison. His political experi- 
ence wasn’t much, but he was a 
hero, and he won. Some unkind politician 
of those days asked what ability he had, 
and another practical politician said he 
had the greatest ability of all, which 
was “availability.” 


NOT OFTEN do we encounter a new 
idea, but recently we did. It came from 
a friend of ours who had spent a lifetime 
dabbling in various lines of business, and 
failing in practically all of them. Finally 
he got a job with a firm of efficiency engi- 
neers, and immediately made good in a 
spectacular way. He acquired a reputa- 
tion for being able to spot the weaknesses 
in any business under study, and to sug- 
gest the remedies. He explained it this 
way: “Businessmen who have been suc- 
cessful are no good as diagnosticians for 
businesses. But take me—all my life I 
have done things wrong, and I have be- 
come an expert in seeing how others are 
doing things wrong, and this is why I 
really make a bang-up good doctor for 
sick businesses.” 
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$5500-A-YEAR MAN 


Oh, the sound and the fury of 
those who read his sad tale 





S soon as the October issue reached its 

destination readers began squawking 

about the lead article in the magazine 
that month, “Living on $5500 a Year.” 

The article reported how rising costs 
had altered the present life and future 
plans of a young executive and his family. 
It showed how these costs had gobbled 
up the Dave Bakers’ savings and had 
forced them to abandon the type of com- 
modious living normally provided by a 
salary of better than $100 a week. 

& To Charles W. Miller, a Burbank, 
Cal., engineer, all this was pure bunk. 
He said: 

“T agree thoroughly that the high prices 
put considerable burden on most of us, 
but I fail to see how the young executive 
you picked as an example proves that. 
My salary is almost identical to Mr. 
Baker’s and I have two children—one 
seven and the other three years old. We 
pay $55 a month rent while Mr. Baker 
pays only $30; we own a 1947 Plymouth 
(completely paid for) while Mr. Baker 
owns a 1938 Chevrolet; we are able to 
put $50 a month in the savings account, 
while they save nothing; we have $2000 
in the bank while Mr. Baker has nothing; 
$5000 worth of insurance costs me almost 
twice what Mr. Baker pays. Our food 
budget averages only $70 per month while 
their food costs them $130 . 

“Tf Mr. Baker is typical of our execu- 
tives, then this country is bound for some 
even tougher times.” 
> C. M. Magnuson, Los Angeles realtor, 





Additional articles on cost of living for 
various income groups are scheduled for pub- 
lication in coming issues. Planned now are 
“Living on $15,000” and “Living on $2700.” 


Tue EprtTors 


figured out that after the Bakers had 
deducted all necessary expenses from 
their annual income, they still had a 
pretty good total left for a “steak or two.” 
Suggested Mr. Magnuson: 

“Maybe Dave is dropping too many 
five-dollar bills at the poker table that 
Jane doesn’t know anything about.” 
> A Birmingham, Ala., reader comes up 
with this advice for Dave Baker: 

“IT recommend that he resign from the 
country club, and take up gardening, 
which pays dividends. Mrs. Dave could 
take a short course in Home Economics, 
and could, no doubt, cut below $1600 per 
year on groceries, and still serve a splendid 
balanced diet.” 

& From a St. Louis reader who signed 
himself “One Who Knows” ensued this 
analytical blast: 

“The Bakers are extremely poor man- 
agers if they can’t get by on an annual 
income of $5500, even in this day and age. 

“T am married and have two children, 
both under five, and my present salary 
is approximately $3600 a year. So, ex- 
cept from the financial standpoint, we fall 
in approximately the same category as 
the Bakers. 

“It seemed Dave was a naval officer for 
four years and could only manage to save 
$800 during that period ‘without too much 
scrimping.’ I was in the service for three 
years and my wife managed to save about 
$2000 without any scrimping. The food 
and clothing bills I can believe, but $6 a 
week for parties and nightclubbing 1s 
absurd, particularly if it deprives a little 
tyke of a five cent candy bar. ... We 
have social obligations, too, but we keep 
them within our means. 

“My heart goes out to the Bakers—not 
because of the hardships which they are 
having to endure, but because they’re 
the poorest planners and managers I’ve 
ever heard of.” 

Clipped to the upper lefthand corner 
of the letter was a shiny nickel—for 
Dave Baker to use to buy his daughter 
a candy bar. 
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WVHAT lies 
ahead for the U. S. 
economy in 1948? 
Foremost among those 
now attempting to 
evaluate the coming 
year 18 the Council 
of Economic Advisers, 


‘ 


the nation’s ‘‘eco- 
nomic general staff.’’ 
By the terms of the 
Employment Act 
which created it, the 
Council must embody 
its findings in a formal 
report to the Presi- 
dent, who in turn uses 
it as the basis of his 
report to Congress on 
the economic state-of- 
the-nation. 

The Council’s re- 
port will not be com- 
pleted for several 
wecks. But here is a 
summary of the Coun- 
cil’s informal prelimi- 
nary thinking. 
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® WE have just come through a year in which a 

)'Y recession was feared but did not show up. Its 
non-appearance has lulled us into dropping our guard. 
We have grown nonchalant about inflation. From a 
airly effective resistance to high prices, more of us are 
leaping onto the bandwagon of higher prices. More 
of us are taking our feet off the brake. This is 1948’s 
great danger—one that has been acknowledged by the 
summoning of a special session of Congress. 

In the next 12 months we seem slated to do things 
which will further inflate our present inflation. While 
these actions will head off the chance of a slump during 
that period, it will also worsen any slump that may 
come eventually. A spokesman for the Council of Eco- 
nomic Advisers, the nation’s “economic general staff.” 
foresees 1948 as a year for “optimistic caution” or 
“cautious optimism.” The optimism is inevitable be- 
cause major breaks in our economy are not likely to 
occur then. The caution is necessary if we don’t want 
to fall harder later on. 

It does not now look as if we are prepared to 
exercise caution. 

The reasons are: 

& Management believes labor should not demand 
another round of wage increases, the third since the 
war. But management is already assuming that labor 
will make the demand. As a result, management is 
even now raising prices against that wage hike, or 
passing up chances to cut prices in the current market. 
& Labor leaders agree in theory that a third round 
of wage increases will be bad. But this will not stop 
them from seeking the increase. Not to attempt the 
third round, in view of the ever-rising cost of living, 
will be violently unpopular with the rank-and-file. 
Labor leaders may refrain—f in exchange they get 
strong, successful government moves toward cutting 
living costs, notably in food. 

With inevitable variations, 1948 promises to repeat 
the 1947 story. In 1947 the inflationary spiral rose in 
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jerks. How high the 1948 inflation spiral 
will whirl, and whether that will be fol- 
lowed by still another jerk upward, or by 
a descent downward, gradual or steep, de- 
pends on certain inter-related “ifs.” 

The first two “ifs” are the extent of 
the third wage increase and the extent of 
the rise in food prices. Rising wages and 
food costs conspired to upset the relative 
stability of the first three months of 1947. 
The Council is not confident that things 
will be otherwise in 1948. Particularly 
in regard to food prices, the Council fore- 
sees very little chance of a change in the 
up curve in 1948 or even in 1949. 

Connected with the question of how 
high food prices will go is a third problem: 
If, say, food prices rise 7 to 10 percent, 
how long will U. 8. purchasing power be 
able to pay for this increase without being 
siphoned away from non-food items? 
Thus far general sales have held up firmly. 

But will sales continue to hold up? 

The answer depends on the extent to 
which wages—the prime source of purchas- 
ing power—will be supplemented by the 
other two main sources, credit and savings. 
It appears now that credit and savings 
will supplement wages adequately, and 
that higher prices will therefore be within 
reach of the U.S. buyer. 

The Council is not repeating its 1947 
prediction that the added production we 
expected—and got—would become a drug 
on the market because of a lack of pur- 
chasing power. Actually we had “too 
much” purchasing power, and under our 
present full employment, still so hard to 
grasp as a concept, the Council is not con- 
cerned that any “saturation point” for 
consumer goods is just around the corner. 

Credit is a chief Council concern now 
that federal controls are off. The Council 
doubts that either consumers or distribu- 
tors will be able to check the flood of new 
spending invited by the loosening up of 
eredit facilities on November 1. 

As the economists see it, private enter- 
prise, which demanded the end of credit 
controls on the basic issue of government 
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— 5 Exercise caution in acquiring inventories. 
a ~ Hold off on building plans until prices come 
eae : : 

>, down, rather than climb on the expansion band- 


», wagon without regard to costs. 

: ~ “Sweat out” more of the business costs lurk- 
ing in loose management and production methods 
brought on by wartime dislocations. 
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withdrawal from business, is now on a 
sort of honor system to prove that private 
enterprise can prevent credit from running 
wild, from degenerating into the $1-down- 
$l-a-week days of old. If businessmen 
don’t conquer this problem, they can ex- 
pect an intensifying of the campaign to 
have Congress re-impose controls. This 
is not to say that Congress will re-impose 
controls. The credit lobby is potent, and 
1948 is an election year. 

So much for the Council’s current 
thinking about the basic outlines of our 
economic problem for 1948. Here are the 
Council’s thoughts about some of the im- 
portant parts of that problem: 

Inventories: These are not now in 
the runaway stage. Quality-wise, re- 
tailers have unloaded their “junk.” Quan- 
tity-wise, they have heeded warnings to 
liquidate their inventories 1n orderly fash- 
ion. But inventory buying is starting to 
rise again. As long as purchasing power 
remains high, the Council does not over- 
look the possibility that retailers may 
launch a new big buying wave at any 
time—leading to a repeat of last year’s 
averted peril. 

Foreign: Foreign buying has already 
begun to decline. A Council report on 
the Marshall plan, issued late in October, 
indicated that the plan will not swell our 
export volume, but will only sustain it— 
by giving Europe enough help to maintain 
buying here. To cope with an increased 
foreign demand for certain goods, the 
Council suggested that the government 
again allocate certain basic materials. 
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See that prices include a profit margin that 
provides NO MORE than healthy growth. 


See that expansion plans are vigorously 
geared to prosperity, but be careful not to 
be expanding at the end of a boom in your 
own market. 
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Extend credit conservatively. 


Taxes: The Council believes just as 
firmly today as it did a year ago that high 
taxes help siphon off excess purchasing 
power and that they are thus anti-infla- 
tionary; also that in periods of prosperity 
high taxes should go to pay off the public 
debt. But the Council is aware that Con- 
gress is determined to cut taxes. The 
Council’s influence thus will be thrown to- 
ward trying to prevent Congress from 
wielding too heavy an axe; toward urging 
Congress to cut taxes only 1n certain ways. 

Agriculture: A slight fall-off in farm 
earnings was predicted for 1947. In- 
stead they rose, a major factor in prop- 
ping up the inflationary line. With the 
continuing strain on our food supply, pros- 
pects are that farm income will stay high, 
at least through 1948. 

Actual farm prices will clearly be well 
above the congressional price-support 
level for some time. But in the long-range 
interests of fixing the roof before it rains, 
the Council is generally sympathetic to a 
Department of Agriculture program, now 
before Congress, doping out the next 
phase of farm prices before falling prices 
force action. This program calls for a 
revision of the parity formula, plus a col- 
lateral plan for a “flocr” under con- 
sumption of foods. 

Construction: In 1947 total building 
activity will run about the same as last 
year in physical volume, but over 2 
billion more in dollar volume. In this 
respect, it is meeting expectations. Next 
year total building volume should be up 
still another 2 billion dollars. By the 


KIPLINGER MAGAZINE, December 1947 


end of 1947, we should have started about 
800,000 houses; by the end of next year, 
an additional 850,000. 

But producers of building materials are 
still far too slow. These producers point to 
pre-war high marks and say they are 
breaking those records. This is looking 
back—not forward to the concept of per- 
manent full employment. Of course this 
backward look is by no means confined 
to producers. 

Not much of a change is seen in the 
price of building materials. Recent freight 
rate increases have upped prices, but the 
Council thinks those boosts can be 
roughly offset by increased efficiency of 
both housing management and labor. The 
Council will probably plump for a cut in 
housing prices as a means of maintaining 
a high volume of business. 

Contracts for public construction, a 
back-stop for the entire building industry, 
are being let cautiously, in most cases 
only when bids are at 1946 prices. This 
caution has helped hold down the inflation 
that might otherwise have come from a 
splurge in public building. This govern- 
mental policy is expected to continue 
in 1948. 

All these, in sum, are the Council’s ex- 
pectations for the U. S. economy in the 
year ahead. We will be facing the dan- 
gers of super-inflation. We will have a 
choice of coasting along with it, or—far 
tougher—fighting it by pulling in our belts 
a little for greater long-run gain. 

This is how we can fight: 

The consumer, by restraint in buying 
both food and non-food items; labor, by 
abstaining from inordinate wage de- 
mands; management, by not trying to get 
all the traffic will bear in prices. 

None of these moves will mean as much 
singly as they will if they are all done 
collectively. 

This puts upon each of us the burden of 
1948 and the blame for what can follow. 
In short, the good old American attitude 
of “letting George do it” will have to go— 
IF depression is to be avoided. 
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What kind of job should an alert wholesaler do today? 
Should he act merely as an agent for distributing big lots of goods 
to retailers, and distribute these goods in just one way? 


Butler Brothers of Chicago, biggest distributor of 


general merchandise in America, says no. 
thousands of retailers, most of them small. 


This firm deals with 
It knows that 


little operators are having a furious time, in these days of 
high costs and worrisome inventories, staving off big-volume, 


big-business competition. 


and marketing help along with its goods. 
the forms of distribution flexible. 


So Butler Brothers dispenses management 


And it keeps 


These methods can convey many 


useful tdeas to other businessmen—wholesalers and retatlers. 


BULLER BROS 


; i ; ry ry - 
, 25 . Hi i i> 2 f x RA N ” 
AVLLA Ls as . & os 





UTLER BROTHERS, already a mer- 
chandising giant doing 160 million 
dollars worth of business a year, does not 
yet regard itself as fully grown. It has re- 
cently acquired a new president, who says 
he is going to make the company “the Gen- 
eral Motors of the merchandising world.”’ 
This objective seems reasonable in the 
light of Butler’s alertness and versatility. 
The company employs four distinct 
kinds of distribution, as well as some mis- 
cellaneous ways of getting the most out 
of the distribution function. These are: 
& General wholesale business. This 
covers about 40,000 stores all over the 
country and grossed, last year, about 70 
million dollars—roughly two-fifths of But- 
ler’s total volume. It is conducted mainly 
by catalog, augmented by salesmen, and 
includes hundreds of items of dry goods 
and variety wares. 
& “Distributor” stores. Operating un- 
der the names of Ben Franklin (variety) 
and Federated (dry goods), this group of 
stores amounts to a voluntary chain sys- 
They are found mostly in towns of 
500 to 5000 and are owned by independent 
merchants who operate under a franchise 
agreement with Butler, from whom they 
buy most, but not necessarily all, of their 
goods. Butler, in return, shows them how 
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to get started and continues to advise 
them on management. The number of 
distributor stores stands around 2000. 
They account for roughly another two- 
fifths of Butler’s gross and constitute one 
of thé largest retail groups in the U. §. 
& Chains. The company owns three 
types of retail chains which it supplies 
with goods. These chains are: about 110 
Scott Stores, which deal in variety goods; 
about 300 Burr Stores, which handle dry 
goods; and a half-dozen Homecrest Stores, 
specializing in hardware and housewares. 
Homecrest 1s an experimental group and 
will probably be converted to franchised 
distributor stores. Together, the chains 
bring in about one-fifth of the business. 
& Floor coverings and appliances. In 
these two lines Butler acts as national dis- 
tributor for a number of manufacturers, 
such as Stewart-Warner. Floor coverings 
are not even carried by most stores buying 
other goods from Butler. The distribution 
of floor coverings is almost a separate func- 
tion of the company. For example, it sells 
rugs to mammoth Marshall Field & Co. in 
Chicago. 

& Miscellaneous enterprises. Butler 
has an export business, now suffering from 
lack of dollars abroad, and also maintains 
a number of import offices as part of its 
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mass purchasing job. It does a little 
manufacturing, too—a small shirt factory 
in Baltimore, a small fixture plant in Okla- 
homa City and a printing plant in Chicago. 

With this combination of systems Butler 
can, and does, wield its economic advan- 
tages in almost any direction, at the same 
time avoiding going in any one direction. 
In the battle between chains and inde- 
pendents it “works both sides of the 
street.” But it covers the middle as well. 
It takes the smaller, more vulnerable in- 
dependents under its wing for protection— 
as ‘distributor’ stores—then supplies them 
with most of their goods. 

This middle ground, where the smaller 
independent operates under the protection 
of the big distributor, 1s most significant 
in Butler’s own emphasis and in the na- 
tional mcture. That area is also the prov- 
ing ground for more efficient distribution. 
Moreover, this is the kind of protection 
which many small businesses will need in 
a recession. 

A “distributor” store, either Ben Frank- 
lin or Federated, can be formed two ways. 
Butler often starts one under its owner- 
ship, selling the store to a local owner as 
soon as possible. This technique has the 
distinct advantage that Butler can build 
the store from the ground up with its own 
staff of experts. The drawbacks are that 
these stores are designed for small towns, 
where local sponsorship 1s al- guys 
ways best. Also, even tem- 3m 
porary ownership ties up But- @ 
ler capital, as nearly 80 “dis- BR 
tributor” stores are now doing. & 

The second and more typi- @& 
cal way a “distributor” store 
is started is by a meeting of & 
minds between Butler and an § 
ordinary small-town’ mer- 
chant. The local businessman 
puts up his capital and his 
store, if he has one. If he is 
looking for a store to start, 
Butler offers to have its ex- 3g 
perts locate one for him, bas- aos 
ing their selection on popula- Waee 
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tion, business trends and real estate con- 
siderations. Also, Butler will send special- 
ists out to build his inventory, set up an 
accounting system, erect counters scientif- 
ically and even arrange the grand opening. 

Under the franchise the local owner pays 
Butler a fee according to the size of the 
store and volume of business. Then comes 
the continuing service, for which the owner 
pays according to the frequency of visits 
from Butler specialists. Superintendents 
arrive occasionally for on-the-spot guid- 
ance on general retailing problems. A 
control superintendent checks the book- 
keeping system periodically. Others help 
with the buying end of the business, al- 
ways a source of trouble to untrained mer- 
chants. 

Butler makes available a full line of 
displays, advertising material, promotion 
programs, fashion advice and other fea- 
tures available to few independent mer- 
chants. An example of these services, col- 
lectively called “tools of success,” is the 
package of merchandise and promotion 
material offered on toys. 

All retailers who receive the Butler cata- 
log, including “distributor” stores, are of- 
fered an assortment of toys selected to 
give the average small-town store a bal- 
anced stock. Retailers can order more if 
they like, of course, but those who buy the 
a $200 worth of goods—are 

» also entitled to buy a flock of 
| posters and store signs printed 
at low prices on Butler presses. 

Because Butler is_ con- 
» stantly perfecting these dis- 
tribution techniques, the com- 
pany’s new boss, 43-year-old 
G. Robert Herberger, expects 
Butler-wholesaled goods to 
appear on many more count- 
ers along many more Main 
Streets. 

According to Herberger, the 
Butler services put the inde- 
pendent merchant on a par 
with such chains as J. C. Pen- 
} ney in dry goods, and with the 
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several variety store chains that make 
competition so hot for small businessmen 
these days. 

Herberger says that the impcrtant thing 
is to leave the merchant free to devote his 
time to selling, instead of worrying about 
problems he is not equipped to handle any- 
way, such as making buying trips to the 
Hast. This particular problem is gladly 
assumed by Butler at its recently estab- 
¥ished fashion center in New York. 

The relationship between store owners 
and Butler under the “distributor” system 
works both ways. “We, as sellers,” says 
Herberger, “want to follow each sale all 
the way through. We don’t want to sell 
the merchant a lot of goods if he shouldn’t 
have them. We care what he does with 
his goods.” 

Supervision is so close that it sometimes 
gives rise to the charge that “distributor” 
store owners are little more than employes 
of Butler. The company denies this, 
pointing out that the profits go to the 
owners and that owners are not compelled 
to buy all their goods from Butler. How- 
ever, the franchise agreement has been so 
formal that it has caused irritation, and 
Herberger plans to simplify it considerably 
so that his main control will be over the 
property lease. 

Butler has been building volume ever 
since 1877 when George and Charles But- 
ler, soon joined by brother Edward, opened 
a 16-by-40-foot store on Boston’s Arch 
Street. 

They chose small wares as their line 
because they “did not have enough money 
to buy a full line of anything.” 

The brothers opened branches in large 
cities as rapidly as possible until, by 1930, 
they had the seven “houses” which are 
still the company’s regional arms. In the 
course of this expansion, the brothers 
scored several firsts in American merchan- 
dising history. Out of their postal card 
advertisement of a “Twenty Dollar As- 
sortment of 5 Cent Goods” grew three 
things: 

& The “packaged idea” of merchandising 
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different assortments at a stipulated price. 
& Beginnings of the wholesale mail order 
business. 

& The idea for the 5 and 10-cent counter 
business. In 1879 the brothers sold Jason 
Bailey $800 worth of 5-cent goods with 
which he started the first 5-cent store in 
America. 

Butler still has the pencil stub with 
which its first order for business was writ- 
ten. The pages from its first catalog are 
good only for laughs now, but the general 
merchandising approach is not vastly 
changed. The company still specializes in 
the mail order sales of “medium or pop- 
ular-priced” goods, as it has for many: 
years; but it has added other lines flexibly 
—such as floor coverings. 

Though Butler is expanding in both at- 
titude and accomplishment it showed a 
loss for the first two quarters of this year, 
a loss charged up to excessive inventories 
of inferior wartime goods, plus buyer re- 
sistance to higher prices. One of Her- 
berger’s first moves was to launch a big 
sale to liquidate 7 million dollars worth 
of these goods. 

Asked about other changes in the offing, 
Herberger replies: “I am not going to up- 
set the apple cart; I’m just going to put 
more apples in it.” 

His associates know that he is good at 
adding apples. They recall, for instance, 
that he bought an end-of-the-street store 
in South Dakota when it was grossing 
$197,000 annually and built it up to the 
1-million-dollar mark in four years. When 
the young executive left his chain of seven 
department stores to become the fifth head 
of Butler, those stores were each averag- 
ing more than 1 million dollars a year. 
Some of his goods had been sold him by 
Butler, with whom he has been doing busi- 
ness, and occasionally working for, over a 
period of 20 years. 

So Herberger understands fully the pos- 
sibilities of further growth in the Butler 
Brothers system. He is not just boasting 
when he says of his company: “No other 
group can expand in so many directions.” 
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OUR TASTES IN DESIGN 


Changing tastes in furniture are sharply reflected 
‘in new radio cabinet designs. Californians and New 
Yorkers still differ on what la mode should be, but 
the national trend is toward simpler, cleaner styling. 

Radio manufacturers are paying more attention 
than ever to cabinet design. Some big distributors 
like Sears, Roebuck and Montgomery Ward have 
established their own staffs of designers. 

More radios will appear in period cabinets, or in 
modern designs of smoother, more restful lines. Ex- 
cessive decoration and curved surfacing, which de- 
signers call “borax” and “waterfall,” will be used less. 

Architects planning the “house of tomorrow” have 
talked about radios being built into the walls. But 
there is no marked trend in that direction yet. One 
reason is that a substantial profit -is made on the 
cabinet. 

Chair-side radios, despite their convenience, have 
not greatly increased in popularity. Women don’t 
regard them as sufficiently important pieces of furni- 
ture and they don’t lend themselves to the re-arrange- 
ment so dear to the feminine heart. 
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FOOD-BY-MAIL: 
A LUXURY NOTE 


Selling fancy food by mail at 
fancy prices is a business that has 
boomed since the war. Sales will 
hit a peak this month as Christmas 
gift orders flow in for New York 
smoked turkeys, New Orleans pra- 
lines, juicy Oregon pears, over-sized 
peaches, pink grapefruit, spiced sau- 
sages, exotic cheeses, smoked hams, 
maple sugar and memberships in 
the Fruit-of-the-Month Club. 

It’s strictly a luxury business. A 
mailing list of carriage-trade names 
is the chief sales tool of the 25 to 50 
big companies. Such lists are often 
bought from direct mail order brok- 
ers. A good list might contain the 
names of as many as 10,000 business 
executives, subscribers to expensive 
magazines or purchasers of costly 
sets of books, fine china and sil- 
verware. 

People buy food by mail for sev- 
eral reasons. One of the main ones 
is that it’s fun to open packages. 
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Obscure inhibitions and prejudices affect buying 
habits as much as do rational considerations of 
quality and economy, as manufacturers are dis- 
covering with the aid of psychological analysis. 
Sometimes these hidden impulses in customers 
help or hurt a product in a way no ordinary 
study can show. 

Consumer reaction often is based on emotional 
factors such as loyalty, fear or tradition, according 
to Dr. Ernest Dichter, New York psychological 
consultant who has explored the subject for such 
companies as Chrysler, Du Pont, Time Magazine, 
Collier’s and General Foods. 

The Chrysler Corp. wanted to know why 75 
percent of all car-buyers purchase the same make 
year after year. A psychological survey revealed 
that repeat purchases were based on the un- 
conscious fear of automobiles as dangerous ma- 
chines. The buyers felt fear of an unfamiliar 
make and guilt about deserting the old ear. 
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Instead of talking down the old car, the advertiser 
needed to promise the customer he would feel the 
same toward the new car. Tests showed, too, that 
customers accepted lower trade-ins when the old 
car was treated with respect. 

Such reactions are revealed, in a typical psycho- 
logical survey, by interviewing two or three hun- 
dred consumers for several hours each. Later, 
the survey is extended by mailed questionnaires. 

A study on selling pipe tobacco showed that 
the word “aromatic” has unmasculine connota- 
tions for many men. A certain green is a bad 
color for lipstick containers. Women subcon- 
sciously associate it with poison. 

The businessrnan should realize, according to 
Dr. Dichter, that a consumer, when asked why 
he buys a certain brand, will answer in what he 
thinks is a logical way. He hates to admit, or 
doesn’t realize, that his real reasons are irrational, 
possibly idiotic. But they often are. 





















































It means better styling 
—and good business 
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OR centuries women have been bulg- 

ing with babies—uncomfortably but 
happily. Only a generation or two ago 
our mothers and grandmothers hid them- 
selves at home, out of sight while carrying 
a child. They referred to themselves as 
“not feeling well,” or “in delicate condi- 
tion,” or even “enceinte.”” When on oc- 
casion they went beyond their doors, they 
donned wrap-around dresses, or more re- 
cently the butcher boy jackets, which were 
supposed to conceal but which really ac- 
cented the condition. Our mothers and 
grandmothers were shy and shrinking. 

But now, look: The women are stepping 
forth. They tell the world that they are 
pregnant—just as plain as that. They 
even wear clothes that are stylish, made 
for maternity, designed by the best de- 
signers, many of whom are men. They 
go on the street with street wear for 
maternity. They go to parties in party 
clothes for maternity. They go to dances 
with evening dresses for maternity. 

Maternity has blossomed out, with at- 
tire that speaks of style and joy. 

Prices for the new maternity clothes 
are low, high, and in-between, whatever 
a woman can afford. One dress, a “lovely 
thing,” can be bought for $6.95. Some 
designs sell for around $60. But most of 
the dresses on the racks in the maternity 
departments of the stores sell for between 
$16.95 and $25. Some are good quality, 
some are poor quality, but all have “lines,” 
which is what the women are looking for. 

Another new development is that many 
of the maternity dresses have been de- 
signed so that they can be worn “after,” 
as well as “before.” They require just a 
little taking in here and there, especially 
here. Some don’t even need that. The 
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adjustable elastic type, as well as those 
with adjustable snaps, hooks and eyes and 
buttons, all permit the wearing of the 
dress at any size. 

They are all standard styles, not cre- 
ated solely for maternity, merely adapted 
to maternity. They ease the figure and 
they also ease the family budget. For a 
long time, women have exchanged their 
maternity clothes with other women—rela- 
tives, friends, neighbors. But now many 
keep them and wear them later. 

Nowadays there are two-piece bathing 
suits for expectant mothers. There are 
slacks. There are lovely evening clothes. 
All are suitable for both before and after. 

The average size of maternity clothes 
up to a few years ago was 16. The aver- 
age now is 12 to 14. This may indicate 
that mothers-to-be are younger these days 
—marriages of teen-agers took a big jump 
during the war years. And more youthful 
marriages may explain the greater free- 
dom from inhibitions and the desire to 
keep up regular activities as long as pos- 
sible during pregnancy. 

The maternity market is expanding fast, 
partly because people are getting open, 
free and sunny about pregnancy, and 
partly because the makers of women’s 
clothing are doing a good job on maternity 
things—finally. The makers are putting 
a great deal of effort into getting suitable 
materials and styles. No longer is the 
maternity market a step-child. Now it is 
a full-time sister of the other lines, and a 
rapidly growing sister at that. 

Some manufacturers are specializing in 
maternity clothes. Others treat them as 
sidelines, but they are lavishing upon them 
new emphasis, new talents. Big stores are 
remodeling their maternity departments, 
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bringing them out to the sunlight and air. 
The manager of the bridal department of 
one big New York store is also the man- 
ager of the maternity department, and ex- 
plains the dual job by saying something 
about “as sure as the night follows the 
day.” Specialty shops are springing up, 
dealing only in maternity clothes, hany- 
ing out signs with cheery names. 

In Washington, The Stork Set with a 
pink and blue sign is located right around 
the corner from two medical buildings. 
The customers laugh and say: “One trip 
downtown serves two purposes.” The 
woman who runs the shop is a trained 
nurse who has specialized for years in 
maternity fashions, and who “knows her 
women.” 

This Washington store recently held a 
public showing of maternity clothes—a 
fashion show by expectant mothers for ex- 
pectant mothers, the first of its kind. A 
swank hotel was the scene of the show, 
and more than 400 women attended. 

One Washington woman, who was her- 
self expecting, got angry about the clothes 
that expectant mothers were expected to 
wear. She decided to do something about 
it, and designed her own maternity dresses. 
They proved so popular that her friends 
urged her to design some for them—then 
for friends of friends. Finally she started 
in the business, designing her own things 
and having them made up for her. Many 
manufacturers refer to her as a “‘crusading 
pioneer.”’ Her story is this: “I do some- 
thing for the women’s looks, but I do more 
for their minds, for attractive clothes dur- 
ing this period make the mind healthier.”’ 

Many brand names of standard mater- 
nity lines have zip: “Duet,” “Lady-in- 
Waiting,” “Maternity Miracles,” “Young 
Expandables,” ‘“Com-Fit,” “Grand II- 
lusion,” “Joyful Event,” “Stork-Style,” 
“Minimize the Maximum,” “Coming At- 
traction,” “Blessed Event,” “Stork-a- 
Lure,” “Stork-Dater,” “E-Z-On,” “Ma- 
tern-A-Drape.” 

The women’s clothing industry woke up 
a few years ago to the birth statistics, the 
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big jump in the number of new babies. 
It dawned upon some of the manufacturers 
that every baby has a mother who served 
her time in dresses that didn’t fit. So they 
started a rush to reform, and they are find- 
ing it profitable. They find it pleasant, 
too, for by the very fact of doing their 
work well they are helping to promote a 
wholesome psychological trend toward 
taking a bit of the mental discomfort out 
of pregnancy. 





BABY BOOM AND SCHOOLS 


The babies born in 1940 and 
1941 are now jam-packing the 
elementary schools as _first- 
year pupils, putting an extra- 
heavy load on the over- 
crowded schools all over the 
country. Many localities are 
already six to eight years be- 
hind schedule in their school 
building programs. Most of 
them were way behind schedule even before 
the war. 

To add to the confusion, the war and post- 
war periods produced great population shifts, 
and most communities weren’t prepared for 
them. And until this shifting population set- 
tles down, school authorities won’t know ex- 
actly what to plan for. 

One big school problem is in the suburbs 
and on the fringes of large cities, because the 
tendency has been for families to get out of 
crowded areas. On top of all this, the high 
construction costs have held up completion of 
many plans, 

The birth rate is a measuring stick for schoo] 
crowding. Before the war the birth rate was 
around 18—that many births per thousand of 
population. It started up in 1940, rose through- 
out most of the war, and is still rising. In the 
first six months of 1947 it was above 26. This 
means that there are 14% times as many new 
babies as before the war. The wave as it 
affects the schools will increase from now on, 
and the end is not in sight. 

The wave will travel through the years, from 
first grade to eighth, then through high school, 
then through college. All these schools of all 
age groups must get more of a move on, or 
they will be swamped. Parents and taxpayers 
should sit up and take notice of what’s ahead. 
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HE 1948 automobiles soon will be 
rolling from the assembly lines in in- 
creasing numbers. 

From the clouds of gossip and guessing 
which envelop Detroit, these facts about 
the new cars are discernible: 

& Major change will be in appearance. 
Styling in most lines will go the Kaiser- 
Frazer and Studebaker way. Cars will be 
lower, wider and more streamlined than 
present models. They will feature better 
vision through more window space and 
dropped hoods. They will be more luxuri- 
ous In appointment. 

& Few of the cars will carry major engine 
improvements. 

& Prices will probably go higher next 
spring—perhaps as much as $100 to $200. 
& Many companies will not introduce 
their new lines until well into the year, 
some not until midsummer or fall, when 
they will be labeled ’49 models. 

& Cars will remain hard to get. 

In the face of a discouraging collection 
of production handicaps, the industry will 
register a big year for 1947, with total 
ear-truck production expected to reach 
4,700,000. This will be just under the 
1941 total, but 660,000 short of the all- 
time 1929 high of 5,360,000. 

The car makers hope to beat this 1947 
record in the coming year and are backing 
their bid with the most expensive retooling 
program in automobile history—a mam- 
moth 250-million-dollar industry-wide in- 





vestment. 
Here is the picture as we go to press: 
FORD has launched a great campaign 
against Chevrolet with a car which Ford 
executives claim will be new “from bumper 
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to bumper and from wheels to roof” and 
“as different from the present model as 
the Model A was from the Model T.” 
Ford always has been built high, but this 
car will be low to the ground with an em- 
phasis on sleekness. Wider seats on the 
inside and blended fenders on the outside 
will be main features. Transverse springs 
have been dropped in favor of coil springs 
in front and leaf springs in the rear. 
Scheduled to appear about April or May, 
the ear will carry no important engine 
changes, nor will it have an automatic 
gearshift. 

LINCOLN is readying its regular V-12 
model for fiercer competition with GM’s 
Cadillac, leaning heavily on fancy appur- 
tenances, but making some changes in 
body styling, too. Coming along in late 
February or March will be an 8-cylinder 
model in the medium-high price range as 
the company’s challenge to GM’s Buick. 

MERCURY has undergone extensive 
body and chassis restyling to cut into sales 
of the Olds-Pontiaec-DeSoto-Dodge me- 
dium price group. The ’48 model will look 
something like the present Buick. It will 
not have an automatic transmission. It is 
due in February or March. 

CHEVROLET jas concentrated its ef- 
forts on increasing production and reduc- 
ing costs. One new assembly plant was 
opened this summer in Flint, Mich., and 
another is now operating in Van Nuys, Cal. 
Productive capacity in 48 is expected to 
be nearly 50,000 vehicles a week, but sup- 
plies will limit actual output. Chevrolet 
will merely face-lift in the spring, and 
stall introduction of a genuinely new car 
until fall. Count on a low-slung body and 
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COMPOSITE CAR, 1948 





curved rear windows when the model 
finally appears, but don’t look for an auto- 
matic transmission. 

BUICK will face-lift ’48 models, in- 
troduce new cars later as 749s. Advance 
reports tag these among the most exciting 
in the industry. Bodies will be completely 
redesigned to afford seats two inches wider 
and considerably lower, with improved 
front and rear vision. The present bulging 
fender will be dropped 1n favor of one such 
as Kaiser-Frazer pioneered. A new trans- 
mission, simpler than the Hydra-Matie, 
will be offered as optional equipment in the 
top-priced line sometime next summer. 

CADILLAC, PONTIAC, OLDS 
will introduce new body styles early in the 
year. Cadillac and Olds will have exten- 
sive body changes, but Pontiac will delay 
major alterations until fall. Pontiac, how- 
ever, will be equipped with the Olds trans- 
mission. 

CHRYSLER thus far has confounded 
the tool and die men by its failure to place 
substantial orders. There is good reason 
to believe that model changes will not take 
place until well into next year. Interim 
“ars undoubtedly will feature changes in 
grilles, instrument panels and upholstery. 
But present body dies, in use since 1942, 
will be continued for at least another six 
months. When Chrysler does change over, 
the line is expected to swing abruptly in 
the Kaiser-Frazer direction, with flat, wide 
roofs and built-in fenders. Dodge will be 
the first unit out with a new model, with 
DeSoto, Chrysler and Plymouth following 
fast. 

KAISER-FRAZER wil! not sponsor a 


'48 model. but will focus attention on in- 
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creasing its production. The pres- 
ent line will be rounded out with 
2-door sedans, coupes and convert- 
ibles. The company, which lost 19 
million dollars in 1946 while mak- 
ing fewer than 12,000 cars, will turn 
a 10-million-dollar profit this year 
with about 140,000 units. K-F 
hopes to achieve 1500-a-day pro- 
duction in ’48, which will make it 
the indusiry’s leading independent. 
HUDSON put 16 million dollars into 
its new 48 model, which has already been 
unveiled. This model represents a sharp 
break with old Hudson styling. Principal 
feature is body-and-frame integration 
which allows the car to stand only five 
feet high and yet affords more headroom 
and more width than the ’47 model. 
NASH whose present body appearance 
is considered obsolescent by Detroit de- 
signers, probably will string along with 
face-lifting until late next year. At that 
time it will try to be among the first com- 
panies to make big changes in a "49 model. 
PACKARD already has revealed its 
new line, which includes 17 different mod- 
ernized body types and three new 8- 
cylinder engines of 130, 145 and 160 
horsepower. The changeover, most dras- 
tic since 1935, cost 20 million dollars and 
was accomplished without a shutdown. 
Top-priced at about $3500 is a station 
sedan of all-steel construction with hard- 
wood trim on the floors, window panels 
and tail gate. The 6-cylinder series has 
been discontinued, except for taxicabs. 
WILLYS-OVERLAND will market 
three new models in 1948: a 4-cylinder 
sports phaeton to be known as the “Jeep- 
ster,” a standard 6-cylinder passenger 
sedan, and a station sedan. The company 
hopes to make 200,000 vehicles next year, 
but most of them will be the familiar jeep. 
STUDEBAKER is not expected to ef- 
fect major changes but has a new rear 
fender die which will probably appear on 
the ’48. 
CROSLEY, which turned out 13,800 
passenger cars in the first nine months of 
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this year, will concentrate on building 
volume production. 

TUCKER undoubtedly will be the 
most radical car in auto history when 
it appears on the market. But low capi- 
talization and the fact that tool and die 
men are demanding substantial cash ad- 
vances on Tucker orders make really 
big production next year unlikely. 

Shortage of steel continues to be the 
automobile industry’s chief concern. The 
car makers are getting about 13 percent 
less of the total sheet and strip steel pro- 
duction than they received in 1941 and 
1942. 

Basic changes in the pattern of auto 
production make this steel problem even 
grimmer. The pre-war trend toward 
lighter cars has been reversed; the U. S. 
public, say most designers and engineers, 
is sold on the heavy car. Ford and Chev- 
rolet both have shelved plans for small 
ear production. Moreover, truck produc- 
tion is bigger than ever, apparently headed 
for an all-time record of 114 million units 
this year. 

In the realm of accessories, the 1948 
cars will show a big swing toward air con- 
ditioning. All new Packards will be 
equipped with a system in which fresh 
air is channeled into the front compart- 
ment through two ducts from the grilles. 
Adequate ventilation is thus provided even 
in heavy rain or snowstorms. Nash, Hud- 
son, Chrysler, Ford and perhaps others 
will feature heaters which suck in the arr, 
dry it, heat and circulate it through the 
car. ‘These will replace present heaters 
which take water from the radiator, run it 
through coils and then fan out the hot air. 

The touted car telephone has not found 
widespread use; the equipment takes up 
valuable space in the car trunk and re- 
quires both a bigger battery and a separate 
electric motor. Two-way radios will be- 
come standard equipment in trucks, busses 
and taxis. 

Manufacturers’ prices most likely will 
go up again before they come down. Most 
companies expect demands for wage in- 
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creases in the spring when current union 
contracts expire. If these demands are 
met, the increased costs will be passed 
along to the consumer. 

But as a rule the auto makers demon- 
strate little concern over pricing them- 
selves out of the market. They count on 
good going for another two to three years 
at least, with 13 million new car customers 
and an annual replacement market there- 
after for more than 4 million cars. 

As evidence that car prices by no means 
have got beyond the public purse, manu- 
facturers trust—perhaps too much—these 
signs of the times: 

& Sales of station wagons—priced from 
$1500 to $3500—now comprise 5 percent 
of total industry sales, compared with 1144 
percent pre-war. 

®& Perennially high-priced passenger cars 
—such as Cadillac, Packard and Lincoln 
—are more popular than ever, and new 
luxury autos like the Studebaker “Land 
Cruiser” and the Frazer “Manhattan” are 
being bought up fast. 

& New-car buyers who quickly re-sell 
continue to make monstrous overnight 
profits, indicating that many thousands of 
consumers are willing to pay through the 
nose for the vehicles of their desire. 

& Removal of Regulation W—which put 
a 15-month limit on installment buying— 
has flooded the industry’s  still-empty 
showrooms with new customers. Waiting 
lists, dealers report coast to coast, are 
longer than ever. On the other hand, 
everybody seems to know lots of people 
who want to buy new cars but cannot pay 
current prices. 

There is one thing about prices that is 
certain: any price break will start with 
dealers. They will cut before the manu- 
facturers do, returning to the pre-war 
practice of shaving the regular 25 percent 
dealer discount to get your business. 

But it may be 1952 before the average 
customer will be able to stroll into his 
dealer’s, dicker a bit, pick the car he wants 
and drive it away. By that time, there 
could be wings on it. 
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How Can 
DIRECTORS EARN THEIR SALT? 





66 OARDS OF DI- 

RECTORS have 
become nothing but 
boards of confirmers 
to top management. 
Have the stockholders 
no chance?” So Alfred 
E. Ballin of Tulsa, 
Okla., writes us. [See 
Letters. | 

Well, Mr. Ballin, 
you've got something 
there. Directors  sel- 
dom direct manage- 
ment as required by law; too often the 
reverse is true. Directors have an ab- 
sentee record that would ruin the ordinary 
businessman. (101 directors of 535. sur- 
veyed companies did not attend a single 
meeting during a calendar year.) They 
are usually quicker to raise pay for execu- 
tives and labor than to declare dividends. 
They often appear to know very little 
about the industry which engages their 
services. 

That much can be admitted. But stock- 
holders’ complaints backfire hard. Let’s 
look at these facts: 

& Directors bear the same relation to 
stockholders that political office-holders 
bear to the voting public. Their positions 
are created and they themselves are 
chosen by the democratic process. Direc- 
tors, like congressmen, are no better and 
no worse than their creators permit. 

& Vacancies in many boards occur almost 
as frequently as once a year—oftener than 
congressional elections. During the first 
six months of last year more than a thou- 
sand directorships, as listed in Poor’s Reg- 
ister, were filled by new members. A sur- 
vey by two Harvard Business School re- 
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searchers indicates that 
boards undergo a com- 
plete turnover of mem- 
bership every 15 years. 
(This survey is The 
Board of Directors and 
Business Management 
by M. T. Copeland and 
A. R. Towl, Harvard 
University, $3.25.) 

& Stockholders have 
opportunity for criti- 
cism. Under SEC regu- 
lations any stockholder 
may insert a proposal, plus 100 words of 
supporting argument, in material which 
management uses to solicit proxy votes 
Directors can be kept on their toes by let- 
ters, by pointed questions at stockholders’ 
meetings, by fear of stock sales and sink- 
ing values. 

The basic reason why the function of 
the director gets bogged down is this: 

Both corporate owners and corporate 
directors make the least, rather than the 
most, of their opportunities. Study after 
study—whether by academicians, indus- 
trialists or government researchers—in- 
variably swings round to the conclusion 
that both stockholders and directors exert 
themselves as little as possible. 

Take the simplest case. An owner- 
manager of a successful proprietorship 
wishes to expand or perpetuate his busi- 
ness. In order to incorporate and sell 
stock, he takes the requisite legal steps. 
But in forming a board of directors, he 
feels a natural reluctance to take on men 
who may cramp his proved methods of 
business. The board he selects is carefully 
picked—often from his immediate family 
—to serve strictly as a yes-group. Men 
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picked for special purposes usually behave 
accordingly. 

But even directors who wish or are al- 
lowed to assume active roles have certain 
inhibitions acquired before they ever begin 
to serve. Corporate law as taught in law 
schools has implanted the idea of caution, 
of minimum compliance. State and fed- 
eral statutes are vague and even negative 
in defining directors’ duties. N. Y. Court 
of Appeals tells directors to “act in good 
faith within the limits of powers conferred, 
using proper prudence and diligence.” 

Part-time workers, as the great majority 
of directors are, nurse an inferiority com- 
plex when faced at board meetings with 
full-time experts from management. Per- 
sons with little or no financial stake in the 
venture often have the same inferiority 
feeling when confronted with ownership. 
(The average board holds only 6 percent 
of common stock.) Add to these factors 
the snow-balling effect of a do-nothing 
reputation, and it is clear why directors 
are no better than they are today. 

The remedy lies primarily with owner- 
ship, which has not only the creative 
power but also the most to gain and most 
to lose from directorates. Ownership may 
be represented by an individual, a family 
or business group, a widely scattered army 
of stockholders. But in any case, the 
achievement of better boards of directors 
calls for three steps: 

1. Clear up misconceptions about direc- 
torates. 

2. Understand why _ directorates are 
theoretically valuable. 

3. Take action to put this theoretical 
value to practical use. 

Misconceptions. Case history studies 
indicate that mistaken ideas, such as the 
following, often nullify the usefulness of 
directorates: 

& “Directorates are a board of advisors 
to make take-it-or-leave-it suggestions.” 
The law says they shall “manage” the 
company. 

& “Stockholders always make good direc- 
tors.””’ No, not always. Many owners in- 
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herited their forebears’ stock but not their 
brains. Even self-made stockholders usu- 
ally take the role of investors, which does 
not necessarily fit them to direct. 

& “Boards should include many ‘name 
personalities.’’’ A few maybe, but not too 
many. Their judgment is often sound 
and they attract favorable attention to the 
organization, but such men overshadow 
rising talent and soon sap the life of the 
board. 

& “We can count on high salaries to draw 
cood directors.” You can’t count on it. 
All able men like to be well paid, but 
money is not a major incentive. Directors’ 
salaries run from a nominal attendance 
fee to about $12,500 a year. But the 
highest fees—no great temptation to the 
super-successful—are apt to make sine- 
cure-seekers all the more subservient to 
their employers. 

& “What we need are ‘watch dog’ direc- 
tors.” This is a negative idea. 

Why directorates are theoretically 
valuable. Directors are potentially use- 
ful because by simple arithmetic two or 
more heads are better than one. Beyond 
this, good directors bring to a board room 
experience, judgment and contacts. The 
theoretical benefits that a good directorate 
can give a company include the following: 
& Greater breadth. No firm does business 
in a vacuum. By its very nature a cor- 
poration has to go into the open market 
for its capital, its labor, usually its man- 
agement. Its legal status takes it into 
polities, and it cannot last long without 
suppliers and customers. Part-time direc- 
tors, since they have other jobs, serve as 
emissaries and as links for their corpora- 
tion wherever they go. 

& Adaptability. Theoretically, a corpora- 
tion is immortal, but its state of health is 
largely dependent upon its capacity for 
staying abreast of changes in technology, 
management techniques, types of business, 
economic and political movements, cus- 
tomer preferences, tastes and fashions. 
Well-chosen directors can keep a corpora- 
tion up to date and in vigorous health. 
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& Sound policy. Directors begin to make 
policy by the act of accepting their posts. 
The hire-and-fire authority of directors 
over management is the most constant ex- 
pression of their policy-making. Board 
meetings are intended to be crucibles of 
policy-testing, a three-step procedure: 
enunciate a program; discover to what 
degree it has been carried out; determine 
how nearly the anticipated results were 
achieved. This procedure, endlessly ap- 
plied, is the generalized formula of a direc- 
tor’s duty. 

, The board also makes policy in its 
relationship with owners, particularly 
in prosperous times when investors 
expect extra profits to yield dividends. Few 
investors have much patience with the 
well-established theory that good times 
are the sternest test of a firm’s vitality. 
But directors, who do not ordinarily share 
in the profits, are better able to see where 
a rat-hole needs plugging or a new outlet 
calls for exploitation. Funds thus ex- 
pended cut down dividend payments in 
boom years, but may prevent coming 
calamities not visible to the irritated 
stockholder. 

Likewise, in bad times, the board is in 
a position to halt panic or quick-cure 
measures which might adversely affect the 
company’s future. Owners, for example, 
might view the falling-off of sales as a 
signal to elevate a crack salesman or pub- 
leity man to the presidency. They are 
not in a position to know that the sales 
decline is owing to hidden or general 
causes and that the promotion of a spe- 
cialist not only brings no solution but will 
necessitate an additional change in the 
front office when the crisis is past. 

Putting directorates to full practical 
use. Directorates have a dual nature. 
They are artificial creations of law but 
are composed of human beings. Making 
the best use of the corporate form requires 
consideration of both aspects. 
& The board. In its proper concept a 
directorate stands between ownership and 
management, sending its influence toward 
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both: Ownership<Dhirectorate— Manage- 
ment. A board can function only so long 
as this intended flow is uninterrupted. 
Short-circuiting can occur at any of the 
three points. 

If, as happens in many small firms, own- 
ership and management are identical, the 
main purpose of directorship has been 
voided. In many such instances, the need 
for incorporation was dubious at the out- 
set. What the owner-manager needed was 
a board of advisors. A common form of 
short-circuit is found in larger com- 
panies where the board is packed with 
executive officers or “inside” directors. 
The same effect is produced when a 
board is overloaded with stockholder or 
“dummy” directors. 

A board to become fully effective needs 
functional equipoise. An ideal board, ac- 
cording to the best authorities, should have 
these balanced elements: management, 
outside interests, ownership, special knowl- 
edge in law, finance, export, as needed. 
& The men. Many platitudinous adjec- 
tives—honest, courageous, sagacious—can 
be and have been applied to the selection 
of good individual directors. But a good 
director is basically a man who can use 
the primary tool of his trade. This tool 
is the discerning question asked at board 
meetings. 

What is a discerning question? It is, 
first of all, one that is answerable by ex- 
ecutive management. Heckling, needling 
and rhetorical queries do not fit the defi- 
nition. A question is discerning when it 
brings a specific answer, calls for remedial 
action or sets off a train of two-way educa- 
tion. These questions are discerning: 
“Why is 90 percent of our product sold 
to only 20 percent of our customers?” 
‘We can afford to spend this sum to build 
a new plant, but what is the labor pool 
in that area?” “This is a dandy house- 
hold gadget, but do we have retailers who 
can install and service it?” 

And, Mr. Ballin, stockholders should 
ask discerning questions, too—as you have 
done. Then make use of the answers. 
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MARS BARS 


Smart production and bold salesmanship 


made‘ Dr.I.Q's’’ candy anational habit 





HE late Frank C. Mars, founder of 
the Milky Way and Snickers candy- 

making company in Chicago, had only a 
kitchen stove, a good recipe and an assort- 
ment of convictions about candy market- 
ing as his initial equipment. But in 10 
years he built a 30-million-dollar busi- 
ness. The cornerstone ideas which made 
it possible were: 
& A one-price policy. Mars believed that 
the price deals and premium arrangements 
widely used by candy manufacturers to 
increase sales were a curse. 
& General profit margins were too large 
in the candy business. So from the very 
start he decided on a fixed “reasonable”’ 
margin and ruled that as production grew 
and profits increased the excess profits 
would be plowed back. 
®& There should be no compromise on 
quality. As a corollary, Mars insisted 
that a candy factory should be as immac- 
ulate as any other food processing plant. 
& Recognition that candy bars are a 
mass-production item. Mars adopted 
Henry Ford’s belt-line production system. 

The quality idea went over swell. But 
jobbers and wholesalers resisted the one- 
price policy. They didn’t like elimination 
of premium deals, either. Many refused 
to handle Mars products. This was seri- 
ous, for candy bars are an “impulse item”’ 
and jobbers are essential to efficient distri- 
bution. Mars met the dilemma auda- 
ciously. When jobbers balked in the vital 
New York City area, Mars sent 20 sales- 
people in trucks direct to retailers. 

Victor Gies, sales and advertising direc- 
tor, remembers: ‘We placed our bars right 
on their counters. At the same time we 
obtained from each dealer the name of 
his regular jobber. So when the retailers 
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paid for the candy they sold, our New 
York manager took a check around to 
each jobber for his share of the profits 
on the candy he had refused to handle.” 

Six months were required to convince 
New York candy jobbers that: (1) Mars 
candies would sell; and (2) Mars was right 
in believing it is always better to make a 
small profit on a lot of merchandise than 
a larger profit on smaller volume. 

Mars very early recognized the highly 
competitive nature of the candy business, 
where manufacturers market virtually the 
same basic commodity. He started rely- 
ing heavily on advertising. The sales di- 
rector says: “In the last 10 years we have 
reduced our advertising to a consistent 
program and we know it sells candy. It’s 
a matter of continuity.” 

Last year, indeed, the company spent 
nearly 2 million dollars on advertising, a 
substantial part going to the “Dr. I. Q.” 
radio quiz. 

The business that Frank Mars started in 
1920 with the idea of putting the flavor of 
a chocolate malted milkshake into a bar 
of candy (Milky Way) is now housed on a 
12-acre plot in a residential section of Chi- 
cago. After his death in 1934, when he 
was 50, members of the family assumed 
the leadership, adhering to the founder’s 
policies. 

The family is now driving those policies 
straight home to the great market of 
Americans who eat more than 2 billion 
pounds of candy a year—more than half 
of it in bar form. Mars, Inc., claiming to 
be the largest producer exclusively of 
chocolate-covered candy bars in the world, 
expects under its time-proved policies to 
continue turning out a lot of candy. 

This is understandable self-assurance. 
For Mars executives know that the com- 
pany contained the elements of success 
from the very start. These elements were 
nothing more than: 
®& An original quality product which 
quickly caught on. 

& A set of thought-out business principles 
which were basically sound. 
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In this era of shortages, high prices and 
uncertain delivery dates, the so-called 
“escalator” clause is a standard part of 
many business contracts. It provides that 
the buyer pay for extra costs that material- 
ize between the time a contract is signed 
and goods or services are delivered. This 
device now protects only the seller, but it 
could be reversed, when conditions war- 
rant, to help the buyer—and to reduce 
prices. This is the story of a lumber 
company which 1s making a reverse esca- 
lator work—to the advantage of its cus- 
tomers, itself and the economy as a whole. 


HE Marsh & Truman Lumber Co. of 

Chicago, a small but old wholesaler, 
has known both booms and busts. It dis- 
likes both equally. That is why it has 
figured out, and now uses, a “down esca- 
lator” or “descalator” clause. 

The ‘“descalator” idea is simple enough. 
If Marsh & Truman finds, after complet- 
ing a sale, that costs were less than ex- 
pected, it makes a refund to the customer. 
This of course takes money out of the till, 
but the company is willing to sacrifice im- 
mediate profits for two advantages: 

& Customers who receive checks from 
the “desealator”’ connect Marsh & Truman 
with goodwill for a long time. 

& A small but potentially important step 
is being taken in pulling down costs in a 
key place, the building industry. Along 
with this step forward goes what Marsh & 
Truman believes is each company’s re- 
sponsibility to help level off national 
booms and busts. 

The originator of the “descalator” clause 
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SO PRICES CAN ALSO GO DOWN 
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is Marsh & Truman’s seasoned president 
and principal owner, A. Fletcher Marsh, 
third generation boss of the 83-year-old 
firm. Marsh’s company has furnished 
lumber for every war since the Civil War 
and, at the age of 59, Marsh has personally 
seen his company barely scrape through 
one economic collapse, that of 1932. 

As prices spiraled in the past two years, 
Marsh became more and more worried 
about chances of a slump, though his own 
business was riding high on the building 
boom. He knew that high construction 
prices were at the bottom of a lot of other 
high prices. “If we can pull down con- 
struction prices,” he said, “we’ve done 
something.” 

Marsh pondered the problem. Other 
businessmen, he observed, also were pon- 
dering, but nobody did anything. Then, 
last spring, Marsh’s fellow businessman 
on Michigan Avenue, International Har- 
vester’s Fowler McCormick, announced 
substantial price cuts. Marsh was greatly 
impressed. He finally came up with the 
“descalator.” 

The system is so easy that it arouses 
suspicion. Observers may think, for in- 
stance, that Marsh & Truman merely jacks 
its prices up a little in order to be able to 
make a show of a refund later. But it 
doesn’t work that way. 

In the first place, the customers—all 
contractors—agree to buy at the estimated 
price, so they apparently believe that this 
price is as good as they can get anywhere. 
(The company does not use an escalator 
clause.) In the second place, the system 
has an effect on Marsh’s own company of 
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actually holding down the initial price. 
Estimates are running closer than before 
to the price at which his company can 
make a reasonable profit, which Marsh 
figures to be 8 percent. 

Thus the system is actually bringing 
down his estimates, as well as his final 
selling price. These results, alone, enable 
builders to plan their costs more accurately 
and stabilize prices all down the line, if 
not actually to reduce them a little. 

It may be observed, of course, that if 
Marsh & Truman banked the money sent 
out as refunds the company would pay 
much of it out in taxes. Marsh does not 
deny this effect of the tax laws. But he, 
for one, would rather use the funds to help 
pull construction costs down. 

How the “descalator” has helped do this 

is illustrated by several actual accounts: 
& The company sold a carload of yellow 
pine, containing 15 different items, at an 
agreed-on price. But the lumber was ob- 
tained by Marsh & Truman from a lower 
rate point than had been anticipated. 
Moreover, the market had changed com- 
plexion entirely in the 10 days following 
the placing of the order. So Marsh & Tru- 
man thereby cleared a 914% percent profit. 
A check was sent to the buyer for the dif- 
ference between 914 and 8 percent. There 
was neither an obligation to make a refund 
nor any expectancy by the customer that 
one would be made. 
& The estimated price on a shipment of 
crating for zine plates vielded the com- 
pany 16 percent because a cheaper source 
of lumber opened up after the estimate 
was made. So Marsh signed a check for 
the difference between 16 and 8 percent. 
It was only $45, but as Marsh says: “If 
this starts the ball rolling, good. If it 
doesn’t, we haven’t been hurt much.” 

The wholesale lumber business lends it- 
self more readily than some industries to 
the “descalator” clause. (Actually it’s 
not a clause because it is not included in 
contracts; it is a voluntary concession, as 
Marsh operates it.) Normally, freight 
costs account for a big part of the cost of 
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delivered lumber. Not only do the rates 
vary from zone to zone, according to a 
complicated schedule, but the cost of ship- 
ping also varies according to whether the 
lumber is wet or dry, finished or not. 

These factors are difficult, if not impos- 
sible, to forecast in making estimates. 
The lumber in one order could have varied 
from 2800 to 4500 pounds in shipping 
weight—depending on whether it was 
shipped wet or dry—representing a spread 
in freight costs of from $11 up to $19.50. 

But Marsh thinks that many other in- 
dustries can use the “descalator.” “The 
gist of it,” he explains, “is that a business- 
man must bid conservatively to protect 
himself, but there’s no sense in making two 
or three times your ordinary earnings. 
That’s what throws everything out of 
whack. We must cut out these unearned 
profits.”” Marsh blames no businessman 
for expecting the worst when offering a 
bid, but he feels that all industry is vulner- 
able on the earnings score. 

Marsh is no Johnny-come-lately to the 
lumber business; in fact, he was practically 
born into it. He helped his father tally 
lumber when Chicago’s North Pier was 
dotted with yards to receive shipments 
from across Lake Michigan. Then he en- 
tered Yale, where he received a master’s 
degree in forestry. 

In 1911, at the age of 23, he went to 
work for the company he now heads and 
has been in the same office building ever 
since. He presides over the company’s 
15 employes, plus three field representa- 
tives, with informality and friendliness. 
When his phone rings, which it does every 
few minutes, he slaps a headphone across 
his white hair and spouts lumber quota- 
tions like a talking catalog. 

As he looks out his window and points 
across Lake Michigan to the place where 
his great-uncle went in 1864 to start the 
company by cutting railroad ties, Marsh 
gives natural emphasis to one of the prin- 
ciples behind his “descalator” idea: 

‘What we want is a good business for 
five years—not just one year.” 
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OU are going to hear a lot more about 
the natural gas industry from now on. 
For natural gas will soon be providing: 
& Some 2! billion gallons of gasoline a 
year. 
& Large quantities of cheap, efficient fuel 
for America’s homes and factories. 

Because known national reserves of pe- 
troleum are so limited, the oil industry 
already has begun construction of syn- 
thesis plants in Kansas and southwestern 
Texas to produce gasoline from natural 
gas. The product will cost only a little 
more than gasoline from petroleum. 

The Federal Power Commission also re- 
ports an unlimited demand for natural gas 
as an industrial and domestic fuel. Even 
excluding populous and highly industrial- 
ized New England, which uses no natural 
gas as yet, the FPC expects a 50 percent 
increase 1n gas consumption for fuel pur- 
poses within the next two years. 

In the year ended June 30, the Commis- 
sion—which regulates interstate operations 
of the 414-billion-dollar natural gas indus- 
try—approved construction projects which 
will add 4600 miles to the existing network 
of natural gas pipelines. Completion of 
the projects, now delayed by shortages of 
pipe, will benefit almost 80 major cities 
and numerous smaller communities in 20 
states—from Alabama to Colorado. 

This means cheaper fuel for many con- 
sumers in these areas. Seldom does 
natural gas cost more than 35 cents per 
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1000 cubic feet. By comparison, manufac- 
tured gas costs about 50 cents for grades 
of equivalent heat value. 

By 1950 consumption of natural gas 
probably will have increased to 6. trillion 
cubic feet annually, as against the 4 tril- 
lion, 100 billion used last year. And tech- 
nologists say that “in the not too distant 
future,” natural gas will be providing from 
10 to 15 percent of our total domestic gaso- 
line needs, which now amount to about 25 
billion gallons a year. 

The rapidly accelerating rate at which 
natural gas is being consumed concerns 
many conservationists. They maintain 
that, because of the military and economic 
importance of gas as a potential source of 
gasoline, industrial use of gas should be 
prohibited. But the gas industry reports 
that its known reserves are large enough 
to last perhaps 40 years—and new sources 
are being discovered regularly. 

Meanwhile, gasification of coal is being 
pioneered by the mammoth Pittsburgh 
Consolidation Coal Co. in conjunction with 
the Standard Oil Co. of New Jersey. A 
pilot plant is being built near Pittsburgh 
which will produce not only gas but gaso- 
line, alcohol and a number of chemicals. 
If its operation is successful, the companies 
plan full-scale commercial production by 
1951. 

Plants for such a program would cost 
120 million dollars each and produce an- 
nually about 96 billion cubic feet of high 
efficiency gas, 114 million gallons of gaso- 
line, 14 million gallons of Diesel and fuel 
oil, and 8 million gallons of industrial alco- 
hol—all from 6 million tons of coal. 

Large-scale development along these 
lines, now being urged by the federal gov- 
ernment, would benefit all interests in- 
volved. The users of gas fuels would 
gain a low-cost gas supply, the petro- 
leum industry a new source of liquid fuels, 
the coal industry a greatly enlarged mar- 
ket. More important, the U. 8S. people 
would be assured enough oil and gasoline 
to satisfy their voracious demands for at 
least several hundred years. 
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& Christmas Sales. Sales of Christmas goods, 
in dollar totals, this year will be the biggest in 
history, but the volume of goods sold will not 


‘be as high as the money figures will make it 


appear. Inflated prices will make the big sales 
look bigger. And the amount of profit per item 
will not be equivalent to the increase in prices. 
So there is reason for caution if you are basing 
your sales plans on the assumption that the 
volume of Christmas trade in all lines is sure 
to be the highest on record. 

The caution applies especially to inventories, 
which are now climbing again after being held 
down through the mid-year months. If the 
present rate of increase continues, chances are 
strong that January will bring an excess of clear- 
ance sales. Merchants who don’t want to get 
burned on surplus stocks the way they were last 
Christmas will have to watch their inventories 
more carefully than in the past few months. 


& Installment Buying. Government officials 
wish that installment credit would show some 
tightening up, but the trend has been toward 
loosening since government controls went off on 
November 1. The two largest mail order houses 
immediately dropped their down-payment re- 
yuirements to 10 percent from the previous 20 
and 3314 percent. Other sellers are following 
suit, and no signs of tightening are in sight. 


> Insurance. The price of most insurance is 
‘ising. Fire and automobile insurance are more 
xxpensive because the costs of repairing damage 
ire up. Life insurance changes are more com- 
lex. By January 1, nearly every life policy will 
ye rewritten. The new ones will cost more, ex- 
‘ept for some younger buyers, who will be able 
o take advantage of the encouraging fact that 
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fewer people are dying young. The most im- 
portant reason for the increases is that insurance 
companies are now earning less on their invest- 
ments. 


& Business Information. You will be able to 
get more information on your industry, and on 
your competitors, next year when the results are 
in from a new census of manufacturers beginning 
in January. Industry officials are urging their 
members to answer the questionnaires carefully 
and honestly, because the statistics are important 
to all businesses. The last census of this kind 
was taken in 1939, and since then many new 
companies and industries have been formed. 


& Industrial Mobilization. The government 
has been receiving many inquiries from businegs- 
men about mobilizing their businesses in the 
event of war. Some of the answers have been 
tentative, and have left the impression that the 
plans themselves are lagging. The truth is this: 
Methods of war-making and industrial war tech- 
nology are changing so fast that defense planners 
do not want to commit the government and busi- 
ness to any final hard and fast plan. The intent 
is to bring out a revised plan each year, probably 
to be prepared hereafter by the National Se- 
curity Resources Board. At present a draft of 
the current plan is being circulated among busi- 
ness and labor representatives for comment and 
will be published as soon as the criticism is 
digested. 

In addition, military reserve units are being 
formed in many lines of business to be activated 
as a unit and put into uniform in case of war 
to operate railroads, warehouses, bakeries, etc. 
About 600 have already been formed, with at 
least 2000 more coming. 


& Marshall Plan. Businessmen will have to 
look more to Washington after the Marshall 
plan is passed by Congress next spring. To sup- 
ply 5 or 6 billion dollars of financial help and 
goods in the first year will require something 
approaching wartime controls but not as drastic. 

Priorities will be back for selected industries, 
but they will be less specific than those of the 
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war. Allocations of scarce materials (industrial 
rationing) will come back on a broad basis, 
though as much as possible will be done by 
voluntary arrangements with industry. 


» Co-operatives. More and more co-ops are 
giving up their tax exemption, and the most 
recent to make the change is the GLF Exchange, 
big co-op of the Northeast. GLF is switching 
for regular business reasons, because it thinks 
it will save money by the shift. Under tax ex- 
emption, GLF has had to comply with technicali- 
ties which limited its operation. Under the new 
set-up, after July 1 of next year, GLF will 
restrict membership to farmers and will give 
patronage refunds to members only. This is 
expected to save about $1 per customer which 
is now spent on calculating each person’s account 
and mailing him sundry material, no matter how 
small his account 1s. 


> Annual Wages. The eternal hope for a 
guaranteed annual wage in large industries will 
remain little more than a hope for a long time, 
if studies done so far are any indication. The 
most recent study, a whole book, was done for 
the Brookings Institution by A. D. H. Kaplan, 
an economics professor who recently directed the 
CED study of small business. Like other reports 
on annual wages, Kaplan’s carries the implied 
conclusion that annual wage plans would work 
in the industries which don’t really need them 
but would not work in those which do need them. 
More specifically, Professor Kaplan thinks 
that: 
> Some employers, in slack times, would keep 
their labor force busy by building inventories, 
and these stocks might depress the industry still 
further. 


> Corporations which are able to “administer” 


prices as they like would be able to set aside 
reserves for the wages, but many small firms 
would be under such pressure as to cause more 
failures among submarginal firms. 

> The chief hope of the system—that guaran- 
teed current pay rolls would stabilize consumer 
purchasing power—fails to consider wide differ- 


ences among industries and oversimplifies the 
facts of consumer behavior. 

> To get the desired stability “would require 
the disciplining of private enterprise with public 
controls of consumption, production and income 
flows.” 


& Air Travel. The future of helicopter pas- 
senger service will be on trial at Cleveland, Ohio, 
where the Civil Aeronautics Board has authorized 
the Yellow Cab Co. to take passengers via heli- 
copter to the airport from downtown and sub- 
urban stations. Helicopters will cut 19 minutes 
from the usual 30 minutes by cab, but the price 
will be steep—maybe $5 compared with $1 by 
cab. The company thinks, after questionnaires 
to businessmen, that people will pay the charge. 
The experiment will start before the end of 
the year with four $50,000 helicopters, each 
carrying three passengers. 


& Freight Car Shortage. The worst of the rail- 
road car crisis is temporarily over, but carrying 
out the transportation job for the Marshall plan 
could very well bring us back next spring to the 
acute shortage of the last 18 months. Builders 
have not yet reached the 10,000-new-cars-a- 
month goal set for last summer, but fewer old 
cars are having to be junked as worn out. The 
Harriman Committee thinks that production will 
have to rise to 14,000 new cars a month in order 
to transport goods to seaports for Europe and 
keep our own economy rolling. 


& Tariffs and Trade. Note the new tariff 
schedules, just published by the State Depart- 
ment, and taking effect January 1. They are 
“the most comprehensive action ever undertaken 
for the reduction of barriers to trade,” and they 
affect nearly every line of business. The four- 
volume set of new schedules may be obtained 
for $5 from the International Documents Section 
of the Columbia University Press, 2960 Broad- 
way, New York City. The State Department 
will answer inquiries on specific commodities, 
and will mail out a study of the major effects. 
Ask for Analysis of the General Agreement on 
Tariffs and Trade. 
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With Congress in special session to consider high prices and 
inflation, the big questions which the American people have 
been asking about living costs become more impelling: Who 
caused high prices? What can we learn from our experience 
of the last two years? How bad ts the current inflation? 
What groups are in the best shape now? In the worst shape? 





| IGH PRICES,” which make people 
grumble, have now turned into in- 
flation. It’s not a runaway or printing 
press inflation, but it’s still inflation, and 
there’s not much sign that it will level off 
naturally. 

The basic fact in the present inflation 
is that we are all to some degree respon- 
sible. 

Nearly everybody entered the post-war 
period with two things in common: 

& More money in the form of pay-checks, 
cash in the bank and war bonds. 

®& An appetite for scarce goods and serv- 
ices. 

Mistakes were made by government, 
business, labor and other groups in deal- 
ing with the problem of ready cash and 
missing goods. But the problem of a huge 
demand and a small supply was there first. 
It was aggravated by the fact that there 
were 60 million workers in 1947—about 
9 million more than in 1941. 

You can get a partial measure of what 
this meant in increased purchasing power 
from some more statistics: In 1941, there 
were only 1,500,000 individuals or families 
with incomes of $5000 or more. In 1946 
there were 3,600,000. 

During the war, the government did a 
good job of stabilization. But it made one 
decision which was bound to prove costly 
if controls were relaxed before production 
equaled demand. The decision was to tax 
us for less than half the cost of the war, 
and pay the rest of the bill with war bonds. 
That may have been necessary politically, 
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though some observers think the country 
would have accepted higher tax rates. 

Economically, it was a risk which we 
are paying for now. The average war 
worker made $2 for every $1 he had made 
before the. war. Since there was little to 
spend it on, most workers saved prodi- 
riously—37'% billion dollars a year as 
compared with a high of 71% billion dollars 
before the war. Those savings, looking for 
things to buy, are vigorously supporting 
the present inflation. 

Even more costly than the decision not 
to tax to the limit was an attitude which 
people in general adopted after V-J Day. 
When the post-war deflation which some 
experts had predicted did not materialize, 
most of us concluded that the effects of 
the war, here at home, would not be so 
serious or lasting after all. Also, we be- 
lieved that our economy, wrenched out of 
kilter for four years, would return to nor- 
mal after a brief convalescence. This had 
never happened in the past and was con- 
tradicted by our World War I experience, 
but it was a soothing way to think. The 
results of this self-delusion were: 

& The Administration hopefully decided 
that it could scrap two-thirds of the sta- 
bilization machinery—wage control and 
allocation of scarce materials—and keep 
price control functioning. 

& Businessmen and farmers decided that 
production could be leveled up to demand 
in a matter of months, and prices thus 
brought back into line. 

& Labor decided wage increases could be 
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granted without changes in the price strue- 
ture and without increasing productivity. 
& Consumers mostly thought price control 
was fine—but many patronized black mar- 
kets, and in other ways also maintained 
a constant upward pressure on prices. 

So the scramble for goods began, even 
before controls were abolished. After V-J 
Day, there were lots of dollars, and lots 
of holes in the control system. Finally, 
the control system collapsed. 

Now, today, how high have prices 
gone and how bad is this inflation? 

A glance at the latest wholesale price 
index for key commodities—farm prod- 
ucts, foods (including canned and proces- 
building materials, manufactured 
products—shows how high the tide of 
inflation has risen: 


sed), 


Farm All Bldg. Mfgd. 
Products Foods Materials Products 


August 1939 1000 1000 100.0 100.0 
July 1946 2574 2086 147.4 150.0 
July 1947 2974 2486 197.0 182.9 


These figures emphasize the sharp jump 
since the abolition of price control. But 
they also conceal a clue as to why inflation 
has not been even worse. The clue lies in 
a comparison of the farm product figures 
with those for manufactured products. 

Farm goods are being sold in an open 
competitive market by millions of inde- 
pendent farmers. Without overall control, 
prices are inevitably set by the law of 
supply and demand. 

But many manufactured goods—auto- 
mobiles, gasoline, newsprint—are sold at 
“administered” prices. 
set by management on the basis of large 
volume, predictable markets and other 
factors. They tend to rise less than other 
prices, since management can count on an 
increase in unit sales for profit. Many 
economists think that “administered 
prices” are too high, but nearly all ecpn- 
omists agree that they have not run wild, 
and have slowed down the spiral. 

In what kind of shape are the various 
groups in the U.S. economy? 

Fairly accurate answers to these ques- 


These are prices 
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tions are available. They can be found 
by comparing the Bureau of Labor Sta- 
tistics estimates on cost of living increases 
with the latest analysis of annual incomes 
put out by the Department of Commerce. 

According to the BLS “Consumer Price 
Index” rents rose 5.5 percent between 1939 
and July 15, 1947. Food rose 106.5 per- 
cent, clothing and housefurnishings 84 per- 
cent each. The average rise in the cost 
of living is 61 percent. How does the in- 
crease in earnings compare with this cost 
of living increase? 

According to the Department of Com- 
merce figures, farmers and farm laborers 
are probably better off than any other 
group. Farm income more than tripled 
between 1939 and 1947, going from 41% 
billion dollars to 18 billion dollars. 

The increase in business and _ profes- 
sional incomes is not far behind. They 
jumped from 6%4 billion dollars in 1939 
to over 2134 billion dollars in 1947. 

No such increases occurred among wage 
earners, though wages in all industries 
rose an average of 86 percent. Among the 
best off today in percentage terms are the 
textile mill workers, who got a 112 percent 
raise. But they had been among the 
lowest paid of all industrial workers; in 
July '47 average weekly earnings in the 
cotton goods industry were only $37.21. 
Miners as a whole averaged a 96 percent 
increase, while John Lewis’s bituminous 
coal miners, one of the highest paid of 
wage earning groups, got wage increases 
of 120 percent. 

All of these groups kept earnings more 
or less level with living costs. Those who 
fell behind the 61 percent increase in living 
costs include: medical and health service 
employes (56 percent) ; finance, insurance 
and real estate wage earners (45 percent) ; 
public education (53 percent); govern- 
ment employes (52 percent); and practi- 
cally everybody living on pensions. 

Some economists estimate that one-half 
the population is already feeling the in- 
flationary pressure acutely. U.S. Treas- 
ury reports on the rate at which war bonds 








are being cashed would indicate that this 
is true. Currently Series E bonds are be- 
ing redeemed at the monthly rate of 
slightly over 1 percent of the total amount 
outstanding. This is not alarmingly high 
but it indicates that many families are 
exhausting their war savings to meet 
rising costs. 

An even more ominous indication that 
inflation may reach emergency propor- 
tions comes from urban regions. In Oc- 
tober, the Welfare Department of New 
York City revealed that relief rolls had 
risen 80 percent during the last two years; 
aid to families with inadequate earnings 
had also shown a considerable rise. 

Even if Congress authorizes selective 
price controls at the producer level, 1948 
is not likely to see a significant roll-back 


&, HOT POTATO in the 
sont Taft-Hartley Act is the 
section permitting either man- 
agement or union to sue for 
breach of contract. Unions 
want to get around this sec- 
tion. But employers want to 
be able to sue for damages in 
the case of wildcat strikes. 

One of the first firms to face 
the problem was the International Harvester 
Co., which was negotiating with the United 
Auto Workers when the law went into effect. 
How the battle was fought and settled is told 
by John L. McCaffrey, president of the 
company. 

The union told the company, in effect: 

The damage-suit provision would give you 
a chance to smash the union financially. Non- 
union workers or members of rival unions 
could start strikes in violation of the con- 
tract and expose us to suit. 

Therefore the no-strike clause, by which we 
agree not to strike before all grievance pro- 
cedure is exhausted, can’t go in the new con- 
tracts. And furthermore we want you to 
agree specificaliy in the contract that you 
will not sue the union in any circumstances. 
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in prices. And if Congress votes substan- 
tial funds for the Marshall plan, the buy- 
ing for foreign consumption will maintain 
inflationary pressure. Exports themselves, 
however, are only a minor part of the 
whole pressure. From May °46 to May 
‘47, we exported 34 percent of our wheat 
production, yet wheat prices went up only 
46 percent. During the same period, we 
exported only 2.2 percent of our meat 
products, yet wholesale meat prices went 
up 83 percent. 

But coming on top of the domestic fac- 
tors—inadequate production and cheap 
money—sustained exports may be enough 
to give the spiral another upward swing. 
In that event, the pinch is likely to be felt 
acutely by an even larger number of U.S. 
citizens. 


WILDCAT STRIKES 


The company replied like this: 

We do not expect, as a 
practical matter, to conduct 
our labor relations in court. 
We know a union sometimes 
can't prevent strikes and we 
don't ask a union to take re- 
sponsibility for what it can’t 
control. But it can control 
whether it makes prompt, sin- 
cere efforts to halt wildcat strikes when they 
do occur. 

Therefore we ask you to agree to make 
such efforts in good faith. If you do, we 
won't sue. If you don’t, we will sue. 

The dispute was settled along the lines the 
company proposed. The union agreed, in 
the event of a wildcat strike, to post notices 
informing employes that the strike was unau- 
thorized and urging them to return to work. 
It also agreed to take further action if the 
notices should prove ineffective. 

The company retained its right to discipline 
or fire employes who take part in or promote 
any strike or slowdown in violation of the 
contract. 

McCaffrey said the company considered 
the settlement “fair and practical.” 
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WHATS HAPPENED SINCE THEN 





This has been a year of turbulence and 
uncertainty as the country has tried to 
simmer down into “normal,” long-range, 
peacetime activity. With this in mind, we 
have gone back over some of the stories 
we have published to see how things have 
turned out. The answers, we believe, af- 
ford a provocative commentary on U. S. 
life as 1947 topples into the history books. 


F. C. Durham of the Durham Lum- 

ber Co. in Neenah, Wis.—about 
whom we wrote in January’s “He Dared 
to Pay an Annual Wage’’—reports he is 
beset with problems. From 1938 to 1942 
home-builder Durham operated a very 
successful business while guaranteeing his 
workers a year-round, week-in-week-out 
wage. Released from war service two 
years ago, Durham was anxious to start 
building houses again on his prewar scale. 
But, he reports: 

“In February 1946 we placed an order 
for a ecarload of millwork that would 
provide all of the needed windows, doors, 
etc., for 12 jobs. That car was shipped to 
us the end of June 1947. . . . Prices are 
much too high, especially in the lumber 
and millwork end of construction. 
Until such time as we can secure regular 
flow of the same quality materials we 
used prior to the war we will not resume 
anything near large-scale operation.” 





Few Congressmen have worked 
harder during 1947 than Senator 


“Flanders of Vermont.” We predicted 
that the 67-year-old industrialist would 
be a standout first-termer. Now Flanders 
is heading subcommittee investigations of 
high cost of food, clothing and housing. 
Flanders and Senator Baldwin (R., Conn.) 
also have introduced a bill to raise top- 
level government salaries and thus stem 
the outward flow of talent from the fed- 
eral service. 
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“Export Boom” reported Will Clay- 

ton’s efforts to get tariff regulations 
simplified, standardized and_ reduced. 
Those attempts came to a head this sum- 
mer at Geneva, where a U. S. delegation 
headed by Clayton negotiated reduced 
trade barriers with most other countries. 
But the decline in European dollar re- 
serves began to cut down U. S. ex- 
ports and made it clear that, without 
the Marshall plan, the end of the export 
boom would come in even less than the 
three years expected. Clayton, mean- 
while, became disgusted by Administra- 
tion dilly-dallying on the subject of Euro- 
pean aid, resigned as Under Secretary of 
State for Economic Affairs. 


“Point of Information” described 
the activities of the U. 8S. Infor- 
mation Service in Washington, particu- 
larly its Public Inquiries Division. From 
this bureau businessmen could get quick 
answers, by mail or in person, on where 
to locate specialized information in 
agency-jammed Washington. The 80th 
Congress, we are sorry to report, rendered 
the Service virtualiy defunct. Its funds 
were sliced almost two-thirds, its per- 
sonnel axed from 150 to 18. 
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q “Little Monitor Battles the Giants” 
told how the Monitor Equipment 
Corp. of Riverdale, N. Y., was contriving 
to snatch some of the nation’s electrical 
appliance trade from entrenched titans 
such as General Electric and Westing- 
house. The cooperatively-owned company 
of distributors was pooling costs to sell a 
complete line of products made by small 
independent manufacturers—a new mar- 
keting concept. 

How has Monitor made out? Company 
president Theodore K. Quinn, a former GE 
vice president, writes: “We have had no 
serious ailments which could not be cured 
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by even a reasonable supply of steel at 
fair prices to small and medium-sized 
manufacturers. But this steel shortage 
has been close to disastrous not only for 
small independent manufacturers, but for 
the distributors and dealers dependent 
upon them for products. .. . 

“Smaller business today doesn’t need 
mouthpieces or subsidies nearly so much 
as it needs some fair allocation of raw 
materials at fair prices. .. .” 


February’s “Radio Listeners Be 

Damned” took the broadcasters to 
task for over-commercialism and failure 
to uphold the spirit of public service upon 
which, in part, their licenses were first 
granted. Three months ago at Atlantic 
City the National Association of Broad- 
casters held its 25th annual convention. 
Over member protests, the NAB Board 
of Directors voted a new code, to become 
operative next February. It urged that 
“disturbing or annoying sound effects or 
devices, biatant announcements and over- 
repetition should be avoided.” Length of 
commercials was ordered cut. This could 
be the beginning of radio reform. 


“Watch Your Inventories” warned 

businessmen to do just that in a 
year of uncertainties. Adjustment was 
made first by wholesalers, then by retail- 
ers. Department stores cut down their 
buying, and by midsummer the ratio of 
inventories plus orders to sales was just 
about at the pre-war ratio. 


In the June issue we wrote about 

Fowler McCormick as a pioneer of 
lower prices. His 20-million-dollar price 
cut on International Harvester Co. prod- 
ucts seemed to us a courageous step in the 
right direction. In retrospect, McCor- 
mick’s program appears even bolder than 
it did at first—for almost no manufac- 
turer followed his lead. But since our 
story, the vicious circle of price increases 
which the 49-year-old Chicagoan tried to 
break has proved too strong. McCormick 
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now fears he will be forced to restore some 
of the old price tags. 


“The World Bank in Plain Lan- 

guage” predicted a growth of con- 
fidence in the Bank following the appoint- 
ment of John J. McCloy as its president. 
This turned out to be true; the Bank’s 
loans to France, the Netherlands, Den- 
mark and Luxembourg were all quickly 
subscribed. But the article also suggested 
that Europe’s economic and financial con- 
dition was so bad that the Bank might be 
ineffectual without ‘emergency measures 
on a huge scale.” Currently the World 
Bank is waiting for the Marshall plan to 
supply those emergency measures; with- 
out them the Bank may be washed out of 
the European financial picture. 


In July “Morals of Selling Liquor” 
cast an accusing eye upon the na- 
tion’s almost 9-billion-dollar liquor in- 
dustry and charged that distillers, whole- 
salers and retailers were reaping inordi- 
nately high profits while ducking their 
public responsibilities. Three months 
later, the National Alcoholic Beverage 
Control Association spent a good deal of 
its annual convention time discussing the 
industry’s public relations problems. Re- 
sult was adoption of resolutions which 
committed liquor-making and liquor-sell- 
ing groups to a big law enforcement cam- 
paign. NABCA members agreed to help 
curb drunken driving, sales to minors 
and operation of disorderly taverns. 
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The question we asked in July, 
“Where Will Prices Settle Down?” 
gets better by the month. The experts 
thought then, and they still do, that prices 
would come to rest in the 1950’s at a 
point 35 to 50 percent above the familiar 
1939-40 level. The fact that prices have 
continued to rise may postpone the day 
of balance, but it won’t change the basic 
truth which people still don’t realize: We 
will not get back to pre-war prices, and 
we may as well get used to higher prices. 
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SE of electrical equip- 
ment in industry is increasing so fast that it 
is estimated that by 1950, the average Ameri- 
can workman will use mechanical aids equiva- 
lent to about 400 slaves of the time of the 
Pharaohs. 


HE largest electric power 
expansion program ever attempted anywhere 
is under way in the U.S. By 1951, the nation’s 
generating capacity is expected to be increased 
by almost 20 million kilowatts, or 40 percent. 


HE Amalgamated Bank, 
run by the Amalgamated Clothing Workers of 
America, makes loans up to $300 for the pur- 
chase of works of art. 


MALL-BUSINESS ques- 
tions about federal pricing laws are answered 
in a Commerce Department pamphlet entitled 
Small Business and Regulation of Pricing Prac- 
tices. For a copy, send 15 cents to any field 
office of the Department or the Superintendent 
of Documents, Washington 25, D. C. 


IGNS in Mormon Salt 
Lake City restaurants warn: “No Smoking” 
—but there are ashtrays on the tables. A 
waitress explains: “The signs are for natives 
and the ashtrays for visitors.” 


LABAMA 1s using a new 
type of reflectorized highway satiety signs, 
sometimes called “minute maps.” They show 
motorists where they are on the highway, the 
distance to the next town and how long it 
will take to get there at safe speeds. 


ANADA’S Ambassador to 
the U. S. is the Hon. Hume Wrong. The 
Third Secretary of the embassy is Mr. Hume 
Wright. 


Hie Public Health Service 
found in a water supply and sewerage survey 
that approximately 100 million Americans 
need new facilities to protect them adequately 
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against typhoid, dysentery and other filth- 
borne diseases. 


TOLEDO, OHIO, collected 
$140,000 last year in license taxes on pinball 
machines. The city taxes each machine $100. 


“HUMMING HIGH- 
WAYS” are being tried in New Jersey. Trick 
ridges built into the white lines dividing traffic 
lanes emit warning sounds as tires pass over 
them. Engineers believe they can make them 
simulate the words “Get over, get over.” 


PART-TIME food-tasters 
of Stanford Research Institute’s new Food 
Aeceptance Laboratory, Menlo Park, Cal., will 
spend only ten minutes daily tasting foods. 
The balance of their two or three-hour days 
will be spent resting, to keep their taste buds 
sensitive. 


“SIGHJACKING of trucks 
still is netting loot that would make Jesse 
James’s eyes pop. J. Edgar Hoover, FBI 
director, reported that in the year ended June 
30, there were 1210 convictions in FBI cases 
involving theft from interstate shipments. 
Goods recovered had a value of about $600,000. 


“, HELICOPTER hovering 
over 70 acres of tomatoes owned by the 
Huxley Canning Co. of Ontario, N. Y., was 
credited with saving almost 400 tons of to- 
matoes from a killing frost. The helicopter’s 
rotor blades agitated the air enough to raise 
the ground temperature from 26 to more 
than 32 degrees. 


“OR less than 50 cents, the 
Department of Commerce will tell you how to 
establish and operate a music store, a trucking 
business or any one of about 40 other types of 
business. Manuals cover everything from the 
usual causes of failure to window displays. 
For a list of manuals, write the Superintendent 
of Documents, U. S. Government Printing 
Office, Washington 25, D. C. 


/>OBACCO consumption is 
rising and Americans will buy a record amount 
of it next year in one form or another. They 
will buy 18% billion packs of cigarets, 115 
million boxes of cigars (50’s), nearly 110 million 
pounds of smoking leaf, 90 million pounds for 
chewing, and at least 40 million pounds of snuff. 
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Supply 1s good, quality variable; 


prices are no higher than last year 


HE locse-jointed toy industry, ham- 

mering away persistently in this often 
gloomy world of 1947, has produced 
enough playthings to bring 250 million 
dollars across the retail counters this 
Christmas. This volume has _ been 
achieved in a whirligig of economic un- 
certainties. But, looking back now, there 
probably shouldn’t have been any uncer- 
tainty at all. Because, unlike cars or can 
openers, toys are eternal and always sell 
at Christmas. 

But the industry did have troubles. 
Manufacturers lacked such essentials as 
rubber and steel. Many buyers for the 
stores held back on orders. The buyers 
feared a recession and a sharp resistance 
to toys made of substitute materials and 
selling at prices 100 percent above pre-war 
levels. The buyers also hoped that quality 
toys would come along in greater quantity 
a little later on. 

It has turned out that there are a good 
many quality toys to be had now;; there is 
also a depressing quantity of junk. There 
are enough toys, of one sort or another, to 
meet demand and at prices (on word of a 
Gimbels buyer) which are no higher, and 
perhaps slightly lower, than last year’s. 

Manufacturers have been figuratively 
diving from all available springboards 
into the era of electronics and kindred 
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wonders. Their accent is on peaceful pur- 
suits and “Back to Normalcy.” 

Replacing war toys are such things as 
locomotives with direct worm-drive per- 
mitting absolute control of speed, and an 
electronics device that permits two trains 
to operate in different directions on the 
same track. There are dolls with skin that 
is warm to the touch and which take a sun- 
burn. 

There are better rubber balls with a 


higher rebound, but they wor’t be too 


plentiful. There are washing machines 
that really wash doll clothes, and vacuum 
cleaners that really suck. An improved 
model of last year’s cement mixer is on the 
market; 1t mixes and pours small amounts 
and makes a putt-putt sound. 

There will be a better supply of bicycles, 
tricycles, scooters and pedal cars plus a 
record-breaking number of games for chil- 
dren and parents to share. 

The toy industry is one in which ideas 
can count strongly. Consider the Sparkle 
Plenty Doll. This doll originated as a 
character in the Dick Tracy comic strip. 
William McDuffee, a buyer for Gimbels 
toy department, saw the comic-strip baby 
girl—as did millions of others. But Mc- 
Duffee saw sales. Gimbels obtained a 
manufacturer and priorities on Sparkle 
Plenty. Between last July 28 and this 
Christmas the doll will have brought 
1 million dollars to Gimbels. 

But the toy business isn’t supported by 
new ideas alone. It must also keep itself 
carefully conservative. 

Susie, aged 5, wants a doll, specially 
designed for 5-year-olds. Last year it was 
too old for her. Next year she will grad- 
uate to a larger model, designed for 6-year- 
olds. Year after year that same kind of 
doll for 5-year-olds will seem just as fresh 
and original to a whole new generation of 
5-year-old girls. Avoidance of change, 
indeed, may be an advantage. For the 
oncoming Susies are likely to insist on 
exactly the same kind of doll that big 
sister had. They have a clutching inclina- 
tion for the things that are familiar. 
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But the wide-awake manufacturer 
knows, too, that children are congenital! 
imitators. They want miniatures of the 
real things their parents own. So, fre- 
quently, toy manufacturers bring out the 
toy before the legitimate article appears. 
When talk went around that a great in- 
vention, the telephone, was in the making, 
the toy manufacturers made one first. 
Lionel, toy train maker, learns of proposed 
train improvements and sometimes brings 
them out ahead of the railroads. 

The industry is gradually seeing itself as 
having something to sell the year around. 
Many department stores only open toy 
departments during Christmas season. 
And between Thanksgiving and Christmas 
some 60 percent of all toy sales are made. 
But some trade leaders insist that toys 
can sell strongly at Easter, the Fourth of 
July, Hallowe’en, Thanksgiving and pretty 
generally during the entire summer, par- 
ticularly to children who go to beaches. 
The potential of sales for birthdays, which 
occur by the thousands every day, is 
enormous. There is broad opportunity; 
and contributing to it are the more than 
11 million children added to the toy-using 
population during the war. 

The toy industry, however, has produced 
no real giants. Even before the last war 
there were no more than 15 or 20 toy 
manufacturers doing a million-dollar 
business, or better, a year. And the con- 
dition hasn’t changed. The big ones in- 
clude Noma Electric, which does 10 million 
dollars a year in Christmas tree lights and 
other toy items. There are others like 
A. C. Gilbert, Ideal, Lionel, Milton Brad- 
ley and Louis Marx and Co. But the in- 
dustry, broadly, is a patchwork of fairly 
small operators and very small operators. 

No one seems to know precisely how 
many companies there are. Nearest thing 
to industry headquarters is the so-called 
Toy Building at 200 Fifth Avenue, New 
York City, where some 200 or more manu- 
facturers’ sales rooms are located. The 
Toy Manufacturers of the U.S.A., Inc., 
the national trade association, has a mem- 
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bership of 250 companies which account 
for nearly 75 percent of the total toy 
volume. Horatio D. Clark, executive sec- 
retary, knows of at least 1500 toy manu- 
facturers. The wartime OPA knew of 
2500. 

About 40 percent of the toys made are 
sold through department stores, 40 percent 
through jobbers, and 20 percent through 
chain stores. The retail mark-up is about 
00 percent. 

An important aspect of the business is 
the American Toy Fair held each March in 
New York City. It ordinarily attracts 
10,000 trade members. 

Children generally aren’t admitted to the 
Fair, because the Fair is a place of busi- 
ness where buyers tell makers what they 
think and what they want. Participants 
don’t like to have children under foot. 

At one Fair, however, some children 
were used in an experiment to determine 
the relative appeal of staple and novel 
toys. Some of the startlingly new toys 
were tried out on Christine, 9, Fiona, 6, 
and Stephen, 5. Offered a choice between 
the new and the old they went for the old 
—the dolls, trains, cowboy suits, spinning 
tops and kites. Three other children, of 
course, might have preferred the new 
things. 


ODAY the U. S. controls the toy 

market, whereas 60 years ago an 
American toy industry was just beginning 
to take recognizable form. There was the 
familiar stamp, ‘Made in Germany,” and, 
later, “Made in Japan.” Authorities think 
it will be a long time before Japanese and 
German toys live down war-created preju- 
dices. It will be a long time, too, before 
other foreign nations get their toy busi- 
nesses back in normal operation. 

Even when the hammers start pounding 
again in Old World shops, the U. S. toy 
industry will have nothing to fear. Trade 
buyers always clamor for quality toys, and 
the domestic industry tends toward 
quality. Toys are as eternal as Christ- 
mas, and good toys will always sell best. 
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THE JUNIOR COLLEGE 


By combining job training with education, it fills a vital need 
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REVOLUTION in U.S. education is 

on its way. It will center on the 
junior colleges, and its aim will be to 
make education more truly functional. 

This should be good news to the many 
persons who suspect that the traditional 
colleges may not be keeping up with to- 
day’s complicated world. 

But what are junior colleges, what are 
their purposes, what do they provide? 

A dministratively, junior colleges usu- 
ally consist of the first two years of col- 
lege, organized as a separate unit from 
either high school or standard four-year 
college. They are normally smaller and 
operate on a lower budget than most regu- 
lar colleges. 

Educationally, the purpose of the jun- 
ior college is to give an integrated educa- 
tion, on an adult level, to two groups: 

& Students who want only two years ad- 
ditional study after high school, and want 
that study to equip them for a job. 

& Students who want a B. A. degree but, 
mainly for reasons of economy, prefer to 
take the first two years in a local junior 
college. 

Junior colleges thus provide: 

An economical means of making higher 
education available to high school gradu- 
ates who are qualified for 1t. 

A combination of the occupational 


President Truman’s Committee on Higher Edu- 
cation, whose recommendations are due before 
the end of this month, is expected to place junior 
colleges at the center of its proposed reorganiza- 
tion of the school system and to urge that enough 
be built to care for all qualified students. The 
Committee wants junior colleges to be called 
“community colleges,” to emphasize their role. 


34 


training which our society needs with the 
minimum of general education essential 
for good citizenship. 

That 1s why junior colleges are a real 
revolutionary force and why some educa- 
tors call them the most original and im- 
portant contribution America has made 
to education. 

There are already 650 junior colleges, 
with a total of about 400,000 students. 
Half of this enrollment is in California’s 
76 junior colleges, but the movement is 
strong in the Middle West and growing 
rapidly in Maryland, Pennsylvania, New 
Jersey, Mississippi and some other states. 

The high cost of education is the chief 
factor in this growth. Higher education 
has always been expensive, but it has 
become much more so in the last two 
decades. The GI Bill of Rights is tem- 
porarily helping out many students but 
in normal times admission to college is 
determined not by the student’s ability 
but by his parents’ income. 

But there is another reason for the 
prowth of the junior college. Even if 
all those qualified for higher education 
could afford one, there isn’t room enough 
in our present worn-down, standard col- 
lege plant to take them all in. 

So there are urgent practical reasons 
for believing that the customary emphasis 
on the traditional college education should 
be altered. 

Moreover—and just as important— 
many students, perhaps the majority, 
don’t want the kind of college education 
they are now getting. Half of those who 
enter college drop out by the end of their 
sophomore year. The main reason is 
lack of funds, but many students com- 
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plain that they don’t see the usefulness 
of what is taught. Those who graduate 
often make the same complaint. 

Adult Americans, too, sometimes feel 
that college graduates don’t seem to have 
any practical skills to show for their 
four years, and are unwilling to work from 
the bottom up in whatever occupation 
they choose. 

Thoughtful educators are inclined to 
agree with both the grumbling students 
and their critical elders. The traditional 
curriculum, they point out, is a holdover 
from 18th century Somewhat 
modified, this curriculum is still essential 
as preliminary training for many pro- 
fessions, for prospective teachers and 
scholars, and for those to whom a liberal 
education is valuable in itself. 

But if you look at it in terms of what 
abilities the average American needs, or 
what the community he lives in requires, 
it becomes more difficult to justify stand- 
ard college education. Why, for example, 
should hundreds of thousands of college 
students spend one to four years study- 
ing foreign languages which most of them 
never use and promptly forget? Why 
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should they graduate with little or no 
training in the specific task of making a 
living? 

Somewhere between general literacy 
and the training of specialists, there is 
a gap in American education. As one 
educator put it, the great army of U. S. 
industry has plenty of foot-soldiers and 
a trained high command, but lacks com- 
petent non-commissioned officers. 

Junior colleges, which supply this in- 
termediate need, are the result of an 
experiment in which not only educators 
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took part. Businessmen in communities 
from California to New York have coop- 
erated in organizing junior college courses, 
and sometimes in teaching them. So have 
doctors, lawyers, engineers and industrial 
scientists. 

These men have brought encouraging 
reports. Graduates of a well-run junor 
college, they say, have broader back- 
grounds than the average trade school or 
technical institute student. And _ they 
possess more useful skills and practical 
knowledge than many university B. A.’s. 

A properly organized junior college, 47 
model, has two different curricula, called 
transfer and terminal. 

The transfer curriculum is intended for 
those students who plan a full college 
education and will go ahead to take the 
last two years in a standard college or 
university. Its courses are based on a 
careful study of B. A. requirements, and’ 
stress “background” subjects like English, 
history, political science, foreign lan- 
guages. About 30 percent of junior col- 
lege students take the transfer curriculum. 

The terminal curriculum is intended for 
the 70 percent majority who will not go 
on with their studies after junior col- 
lege, but will go to work. Courses are 
designed to give a sound minimum of gen- 
eral information in subjects like English, 
science and mathematics, and also pro- 
vide specific training in whatever occu- 
pational field the student selects. 

This specific training may be in busi- 
ness administration, hotel and restaurant 
management, medical technology, ac- 
counting, drafting, mechanics, bacteri- 
ology, engineering drawing, business prac- 
tice and similar subjects needed to train 
technicians and semi-professionals. 

Many of the most successful junior col- 
leges have drawn up curricula geared 
closely to community requirements—on 
the basis of the kinds of trained personnel 
needed in local business and industry. 

By responding to local needs in this 
way, Junior colleges help the community 
economically and give the students train- 
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ing which they can really use upon gradu- 
ation. In many American towns, some of 
the best jobs go begging because they 
require certain special training which the 
job-hunters lack. This situation rarely 
occurs where an alert junior college has 
been functioning. 

Another index of the usefulness of the 
junior college is that, in many communi- 
ties, adult enrollment is larger than that 
of recent high school graduates. 

Do these newest additions to our edu- 
cational system have any defects? Edu- 
cators, as well as some observant citizens, 
list pretty many. A common complaint is 
that junior colleges sometimes lack focus 
as much as other colleges do, and just 
serve as glorified finishing schools. Many 
junior colleges have reacted too strongly 
in favor of occupational training, and 
neglect the kind of general education 
which equips a student to be a good citi- 
zen, to appreciate ideas and developments 
outside his own occupation. 

Organizationally, junior colleges have 
serious handicaps. For lack of funds they 
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often have to use high school plants, thus 
limiting themselves to night classes, and 
high school teachers, not all of whom are 
equipped for college-type teaching. 

But the most serious problem is of an- 
other kind. There are far too few junior 
colleges to serve the function for which 
they are basically designed: to accommo- 
date all the qualified students who want 
to attend a college. 

To make this possible will require 
broad federal grants of money, plus 
matching funds put up by states, cities 
and local communities. It also will re- 
quire thousands of scholarships, for a 
tuition fee of even $50 per year keeps some 
students from enrolling. 

Americans, compared with most other 
peoples, have always spent heavily, al- 
though not over-generously, on education. 
And the junior college, with its emphasis 
on functional education, is bound to have 
a special appeal to most Americans. 
These facts suggest that a start will be 
made toward giving the country the jun- 
ior college plant that is needed. 
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GOOD RULES FOR GOOD PUBLIC RELATIONS 


“" HE simplest and possibly the best form 
© of public relations is often ignored by 
businessmen. It consists merely of talking 
freely and frankly to reporters. 
Advertisements and house organs are light- 
weight stuff compared to factual stories in 
newspapers, Magazines and on the radio. Yet 
the reporter who collects the facts often is 
brushed off, left to fidget in waiting rooms or 
handed routine and empty “statements.” 
The results frequently are immediate poor 
publicity and continuing poor press relations. 
Some companies realize this and insist that 
their executives treat newsmen as people. 
Standard Oil of New Jersey, notably, has 
made the policy pay off handsomely. Stand- 
ard distributes a booklet on the subject to 
its affiliates, and what it says is good advice 
to businessmen. Says Standard: 
& Remember that the reporter’s sole purpose 
in coming to you is to get a story-——some facts. 
Newspapers and radio are the best means of 
showing the public a true picture of your 
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company. So give all the facts you can. 

> No matter how sure you are that the com- 
pany is right in any controversy, never get 
indignant or knock the fellow with an op- 
posite view; just explain your position. 

> When you feel you should not divulge cer- 
tain data, don’t risk distrust with double talk 
or evasion. Say frankly the information 1s 
confidential and, if possible, why. 

&> When you haven’t the answers, don’t try 
to be cagey. Admit that you don’t know, 
then call on other departments for aid. 

> Don’t be dissatisfied with the resultant 
story because it doesn’t present your side 
exclusively. But if there’s an important mis- 
take in the story, mention it to the reporter 
himself. Don’t incur ill-will by complaining 
to his boss. 

> Never let your common sense and good 
manners take a holiday. You can best help 
the reporters, the public, the company and 
yourself if you keep in mind the “Four F's.” 
Be friendly, frank, fair and factual. 
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ARKET ANALYSTS take pride in 

being able to predict just how a 
certain city will take to a certain product. 
By distilling local statistics on population, 
income and past retail sales among other 
things, they scientifically tell a distributor 
what he most wants to know—where and 
how to sell his wares. 

But one major city keeps tossing out 
the rule book: New Orleans, an unpre- 
dictable town whose buying habits, 
notably in food, just don’t make sense to 
imarket experts. 

Yet because New Orleans last year 
shelled out 484 million dollars in retail 
sales, distributors will find its crotchets 
well worth study. 

First and foremost is the quaint custom 
of lagniappe (lan-yap). 

Lagniappe, a Creole word, means a little 
something extra thrown in for goodwill 
with each purchase. New Orleans mer- 
chants always have given lagniappe. It 
was never a chore for New Orleans chil- 
dren to go to the store for mamma: candy 
is the lagniappe for children. 

An old Louisiana jingle goes: 

Quartee red beans, quartee rice; 

Lagniappe salt meat to make it nice. 

The quartee was half a nickel. The 
jingle referred to the practice of throwing 
in a piece of salt pork with each purchase 
of red beans and rice, a dish as lordly in 
New Orleans as baked beans in Boston. 

Today few merchants anywhere are 
riving aavay salt pork with red beans and 
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rice, or with anything else. But New 
Orleans people still demand lagniappe. 
And local stores have to think up pre- 
mium tie-ins to bring in the customers. 

Luzianne coffee, made locally by the 
Wm. B. Reily & Co., Inc., sold half of all 
the coffee bought in New Orleans before 
the war. The firm gave prizes and free 
coffee for coupons found on each package. 
Now, while still the leader, Luzianne holds 
only about 36 percent of the market. IF'ood 
dealers attribute this loss partly to the 
fact that good quality premiums were 
hard to get during the war, partly to the 
fact that when coffee prices rose the com- 
pany stopped giving away a pound of 
coffee for coupons from 10 one-pound 
packages bought. 

While Luzianne was pushing its pre- 
mium practice, Union Coffee, a rival local 
outfit, coined the slogan: “Be coffee wise, 
not premium foolish.” It still uses the 
slogan—while giving away a pound of cof- 
fee for coupons from 10 one-pound pack- 
ages purchased. Nobody in New Orleans 
thinks this at all odd. 

Coffee affords another quirk which con- 
founds out-of-town distributors. The New 
Orleanian likes coffee with chicory, a weed 
root cultivated in Michigan, Belgium and 
Holland. New Orleans coffee contains up 
to 40 percent chicory. This unique taste 
has given rise to the story that as a train 
leaves New Orleans for Chicago, the chef 
begins by serving New Orleans coffee. He 
keeps watering it down, and by Chicago, it 
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is still strong enough for most American 
tastes. 

Local firms have capitalized on their 
knowledge of this New Orleans taste. Out- 
siders don’t seem to do as well. One na- 
tion-wide coffee company tried to snag 
the market with a costly and intensive 
campaign in which it packed a special 
coffee with chicory and even gave premi- 
ums. It couldn’t even make a dent. Na- 
tionally advertised brands still sell less 
than 10 percent of the city’s coffee. New 
Orleanians seem to feel that only another 
native can understand their idiosyncrasies 
on so important an item. 

Still another factor the market has to 
reckon with is the celebrated thrift of the 
New Orleans housewife. She is generally 
a fine cook raised to believe that kitchen 
wisdom is all-important. Family recipes 
are handed down from one generation to 
the next. For skilled cooks, economical 
buying is easy. 

For example, the local housewife is skep- 
tical of beef; she’ll buy veal instead. Its 
sales usually run more than 50 percent of 
all meat sales in the city. Using spices, 
the New Orleans woman turns veal into 
a mouth-watering veal daube (veal, pars- 
ley, thyme, bay leaf, cloves, green and red 
pepper, onion, celery, garlic and salt). 

This skill takes original turns. A few 
years ago a maker of canned dog-food 
found that he was selling more of his 
product in New Orleans than the dog 
population could conceivably eat. A check 
showed that the resourceful home cooks 
were making a superb spiced dish of it and 
serving it to their families! 

With her bent for economy, the New 
Orleans shopper also insists on quality. 
So she sticks to the products she knows 
best. She is unlikely to experiment with 
new brands or products. 

New and distinctive flavors have similar 
trouble. Recently a big distributor de- 
livered an equal number of cases of choco- 
late and butterscotch puddings to a super- 
The chocolate was sold out in a 
Butterscotch stayed on the 


market. 
few days. 
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shelves. The super-market manager ex- 
plained: “Chocolate is a familiar flavor. 
The customers aren’t going to pay to find 
out whether they like butterscotch or not.” 
Economy again. 

A few local food-store managers think 
some of their customers carry economy 
too far. While they do not think that food 
stealing is any more common in New 
Orleans than in other cities, they believe 
that some of their customers are great 
artists at it. 

One passionate economizer slips butter 
out of its package and into a margarine 
container and thus gets butter for the price 
of margarine. Sometimes she tucks quar- 
ter-pound sticks of butter in rolls of toilet 
paper and doesn’t pay at all. 

Economy enters again in the matter of 
bakery products. Because cakes and pies 
can be bought so cheaply, New Orleans 
women do very little home baking. Bak- 
ing powder, flour and yeast are among the 
slowest-moving food items in the city. 
The women do much of their buying from 
100-odd home bakeries, which specialize 
in the beloved French bread. Factory- 
made bread has had hard sledding in the 
past, though it is now gaining strongly. 

U.S. brewers also find the city a tough 
one to crack. Except in times of short- 
age, national brands have never been able 
to capture more than 12 percent of the 
local market. Nearly nine times out of 
ten local people will drink local beer. 

All this love of the local product seems 
to reflect a deep belief that the knowing 
New Orleans producer can make almost 
anything better than less enlightened men 
who live elsewhere. 

Perhaps it is a corollary that the local 
boy is the one to talk to the local mer- 
chant. Anyway, big distributors feel that 
they have to have New Orleans men for 
salesmen. Even the most energetic out- 
siders find it hard to handle the little mer- 
chant who contemptuously refuses to do 
business in any way but the New Orleans 
way. 

The New Orleans way means lagniappe, 
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the known product and, to a great extent, 
the familiar man. As far as the little 
merchant is concerned the familiar sales- 
man is the native, with whom he can quar- 
rel frequently and violently but with no 
real ill feeling. Such quarrels are com- 
mon grocery-store scenes and the store 
customers often feel free to take vigorous 
part in them. They don’t mean anything 
at all. 

The city has some 12,000 retail outlets 
in all. One of the favorites is the French 
Market, founded by Spaniards on an 
Indian site for the use of Germans, and 
today manned mainly by Italians. 

Much of the food buying is done through 
outlets that other cities have long since 
banned. Among them are fruit and vege- 
table peddlers, of whom some 300 still 
prowl the streets. Even more buying is 
done in 337 stores which are half-saloon, 
half-grocery. 

Whisky was, up to a few months ago, 
easier to buy anywhere in the city on 
Sunday than a pound of hamburger. Until 
that time local law barred butcher stores 
from staying open on Sunday. No such 
restriction has hampered bars and saloons; 
many remain open 24 hours a day, 7 days 
The 10-block-square French 
Quarter has 800 liquor permits within its 
bounds. 

During the war the city saw an influx 
of Northerners. And its own young men 
and women went away to taste the food 
and drink of other localities. Neither cir- 
cumstance has changed the stubborn buy- 
ing customs of New Orleans, running in 
familiar, and particularly local, patterns. 

A look at the nearly half-billion-dollar 
retail sales record rung up in New Orleans 
last year proves nevertheless that some 
national brands, especially in products 
other than food, can count on a good chunk 
of local purchasing power. 

For others who would like their share, 
the advice of one local merchant is succinct 
and strictly New Orleans: “Study the 
market carefully. Then add lagniappe 
and pray for luck. 
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‘THE largest fishing industry in the U. S. is 
+ based on a fish you’ve probably never heard 
of and almost certainly never eaten, though it 
affects you every day. 

Its name is menhaden. In our Atlantic fish- 
erles it provides an annual catch greater than all 
others combined. During 1946, the fishers 
brought in 900 million pounds of menhaden, 
and menhaden factories sold the products— 
chiefly scrap, meal and oil-—for about 11 million 
dollars to agricultural middlemen and about a 
dozen industries. 

Menhaden products affect many foods, includ- 
ing bacon and eggs from pigs and chickens 
fattened on menhaden meal; rubbers, shoes and 
raincoats treated with menhaden oil; soap, lino- 
leum, insect sprays, paints, varnishes, inks, 
cosmetics, perfumes. 

An oily, bony, smelly little fish, menhaden 
has never been considered good food. But even 
this may change. Canned menhaden was shipped 
to Great Britain under Lend-Lease, and occa- 
sionally is found in grocery stores in Virginia 
and Carolina fishing villages. 

Menhaden are herring-like fish about eight 
inches long, which summer between Long Island 
Sound and the Gulf of Mexico. They travel in 
vast schools and crowd up into bays, sounds 
and tidal rivers. 

Indians used menhaden to fertilize corn. The 
industry got started after the War of 1812, 
when a demand arose for fish oil for use in paints. 
There are now about 30 factories between New 
York and Florida, with a flourishing “menhaden 
capital” at Beaufort, N.C. 

To meet the growing demand menhaden fisher- 
men have resorted to mechanization. They use 
special Diesel-powered ships, and even small 
boats are motor-powered. 

In menhaden factories, tons of the little fish 
are sucked out of the boats by vacuum hose, 
then baked, sliced, squeezed and chopped, and 
the oil and meal separated, by automatic ma- 
chines. Latest invention to excite the industry 
is an automatic scaler which may make men- 
haden fish cakes more profitable. 

Last year about one-half of all our fish meals 
and a quarter of our marine animal oils came 
from the menhaden. Its use for animal feed is 
likely to increase as feeding of grain to animals 
is cut down. Some technologists even think 
menhaden has a bright future in plasties. 


39 








- G “sg _-_ 
* , r 4.4 hy aa 
“4 . 
7 + Esinyd * 


ei 


<i 





° 
ho) 


ele Se s 
hier oe ‘ 





“Ns 
4 
tae S 






ty Bis | 


. wie A —~ / : 
. <7? RF ~ Cn ee => oh . 8 2a ie q 
yi « ae 


dltp4> 
a he 
2% 





~ = . ‘ . : 
. =. ~ PM, , : “ a 
» ’ Pe, ty oh % x say 
~ = 


ASS 





a 


= 





any 
x » 
ae ; 


\ *; ” 
BLA 





\ 6 and more U.S. cities are refus- 
ing to resign themselves to living 
in a grimy cloud of smoke. They now 
know that the smoke evil can be licked— 
practically and profitably. The reasons: 
& Smokeless fuels and virtually foolproof 
firing equipment that won’t let any fuel 
smoke have been developed. 
& Local smoke-control ordinances are no 
longer looked upon as a nuisance, but as 
logical a public-welfare concern as laws 
to control water supply and sewage. 
& Even the chief smoke offenders—local 
industries—are giving more support to 
anti-smoke drives. Where smoke was 
once defended as a barometer of pros- 
perity, it is now known to be sheer waste 
—waste of fuel. Smoke is caused by in- 
complete combustion. It is fuel you pay 
for but don’t burn. 

Polluted air today overhangs more sec- 
tions of the country than ever before. This 
is partly because of increased industrial 
activity everywhere; partly because in 
cities once shrouded in nothing more un- 
pleasant than fresh air, smoky war plants 
have decided to stay on in peacetime. 

No two towns have identical smoke 
problems, but all can profit from the ex- 
periences of St. Louis and Pittsburgh, the 
classic smoke towns. 

St. Louis suffered for 50 years and more 
under a soot umbrella. When winds were 
low, the smoke settled blackly on the city 


anti-smoke maneuvers with an ordinance 
requiring the washing of coal. Under this 
law St. Louis established its right to con- 
trol the kind of coal entering the city. 
Later it took the major step of banning 
the use in hand-fired furnaces of bi- 
tuminous coal, which smokes the most. 
The city arranged to bring in semi-anthra- 
cite from Arkansas and “low-volatile”’ 
(smokeless) coal from the East—over the 
bitter opposition of southern Illinois coal 
interests which had virtually monopolized 
the St. Louis market. The Illinois mines 
continued to supply users who installed 
equipment to burn soft coal smokelessly. 
The railroads, major offenders, 
were compelled to burn low-volatile coal. 
Most installed Diesel equipment. 

In the first winter of the new ordinance 
the worst of the smoke vanished, and since 
then the air has further cleared. Once 
the city averaged more than 100 hours of 
thick smoke palls annually; this average 
has dropped sharply. 

Two problems remaia: elimination of 
fly-ash, a floating, light-colored furnace 
residue, and drifting smoke from East 
St. Louis, across the Mississippi in I]linois. 

Pittsburgh companies have had to pay 
salary premiums to lure out-of-towners. 
And Pittsburgh’s drive to diversify in- 
dustry has been stymied by the refusal of 
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and street lights were dim blurs even by DOES YOUR TOWN NEED ADVICE on drafting an 
day. The grime blackened faces, clothes, anti-smoke ordinance? Write to the Fuels Division 
buildings. One “educational” campaign of the American Society of Mechanical Engineers, 

29 W. 39th St., New York City, or the Coal Pro- 
followed another. All were failures. 


. ducers Committee for Smoke Abatement, Trans- 
In 1937 the city began its first effective portation Bwlding, Cincinnati. 


40 KIPLINGER MAGAZINE, December 1947 





manufacturers, notably in cosmetics and 
food processing, to risk smoke trouble. 

But the city has reason to hope that 
these days are past; it now has one of the 
nation’s toughest smoke ordinances. 

On October 1, 1946, this ordinance took 
effect for ali business and industrial estab- 
lishments and all apartment buildings 
with three or more units. On October 1, 
1947, it took effect on all residences. 

Modeled after the St. Louis law, the 
Pittsburgh ordinance requires all coal 
users within the city limits, including river 
steamers and locomotives, either to burn 
low-volatile coal or to install the kind of 
stokers and other equipment which insure 
complete combustion. Penalties for vio- 
lations are fines, jail sentences, even 
forced closing of offending establishments. 

The law recognizes that when furnaces 
are being stoked or cleaned stacks will 
emit smoke of “illegal” density. The law 
permits such smoke only for a specific, 
limited time. Densities, ranging from 
very light to black smoke, are measured 
by the Ringelmann Chart, now the U. S. 
Bureau of Mines standard. Major cities 
using the Ringelmann Chart usually limit 
the legal duration of anything higher than 
No. 1 density (20 percent smoke). 

Because Pittsburgh lies in a soft-coal 
area and uses vast quantities of this fuel 
in making steel, it took political courage 
to enact the law. Coal operators naturally 
opposed it. Others objected because 
smokeless coal is $1.50 to $3 per ton more 
costly than high-volatile coal. Few house- 
holders wanted to buy stoker equipment. 

But gradually public opinion has begun 
to swing toward smokeless coal. It costs 
more per ton, but furnaces use less of it. 
The soft-coal industry, fighting compe- 
tition from less smoky fuels like gas and 


oil, has dropped its public-be-damned 
attitude and turned to research for help. 

The railroads were another hold-out. 
Some roads agreed to replace their steam- 
switching locomotives with Diesels, but of 
the 800 trains which pass through daily 
most are freights hauled by coal-burning 
locomotives. Pittsburgh got a surprising 
slant on smoke when the two-day rail 
tie-up in 1946 produced a period of cleaner 
air than had the protracted steel strike 
earlier in the year. 

The Pittsburgh program has two com- 
plicated aspects. The ordinance is limited 
to the city proper. But most steel mills 
are outside the limits, and locomotives 
which comply with the ordinance inside 
the city still stoke up just before reaching 
the city line. 

Unfortunately, in the words of Mayor 
David Lawrence: “Smoke doesn’t know 
where the city line is.” This is why the 
civic-minded Allegheny Conference on 
Community Development pushed through 
state legislation authorizing the county 
commissioners to enact a county-wide 
smoke control ordinance. 

The second complication, a tougher one, 
is the weather. This is a problem which 
any smoke town faces if it lies in a river 
valley. The Pittsburgh area is subject to 
fog, particularly in winter. Fog and 
smoke combine to make “smog.” Re- 
ducing smoke, however, will reduce smog. 

Although the city women’s wear stores 
still display summer dresses in an off-white 
shade called “Pittsburgh white,” many 
men are now finding that they can ac- 
tually wear a white shirt two days in 
succession. 

Pittsburgh and St. Louis are examples 
of the smoke problem at its worst. But 
many other U. S. cities have been be- 


deviled by smoke and are doing something 
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. ~ about it. Detroit allotted $100,000 of its 
For information about smokeless equipment, budget to hire smoke inspectors. Chicago 


write Bituminous Coal Research, Inc., 912 Oliver 
Building, Pittsburgh. 

For general guidance, write the Smoke Preven- 
tion Association of America, 139 N. Clark St., 
Chicago. 


and Cleveland smoke-control regulations 
have reduced air pollution. Omaha, Rich- 
mond, New York, Providence and Los 
Angeles have attacked their local prob- 
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lems. The Universities of Cincinnati and 
Louisville and Bituminous Coal Research, 
Inc. are engaged in research to improve 
the combustion of coal. 

What’s being done in the larger cities 
may or may not be applicable to smaller 
cities, for tackling the smoke problem is 
expensive. But here is some general ad- 
vice any smoky town can profit by: 

& Find out what’s causing your city’s air 
pollution. It may be coal smoke but it 
also may be improper oil burning, fly-ash, 
cinders and other dust requiring a differ- 
ent approach. 

& Find out who is the worst offender. 
Often it’s not heavy industry, which is 
quicker to realize the waste in smoke and 
is better able to afford smoke-control 
equipment. More often light industry 
and private users are the culprits. 

& Find out whether the section making 
the most smoke can reduce it by im- 
proving, or more efficiently operating, 
present equipment. 

> Make up your mind that some people 
simply won’t make the best of what equip- 
ment they have. For these, a smokeless 
semi-coke has been developed; also such 
foolproof devices—not yet commercially 
available—-as stoves which burn soft 
coal without smoke, smokeless furnaces, 


Weather 


HE U.S. Weather Bureau and 
some 9000 private weathermen have some- 
thing new to sell American business. It is 
called “Industrial Climatology,” and it can 
help in designing plants and in determining 
better timing for purchases, deliveries and 
even advertising. 

You can hire a staff weatherman for $3000 
to $6000 a year, or retain a part-time con- 
sultant for $30 to $200 a month. He cannot 
tell you whether it will rain three weeks 
from Thursday. But he can predict—on the 
basis of past performance—what kind of 
weather is likely to come up in a given area 
to help or hurt specific business operations. 

Many businessmen already have bought 
such service and find it helpful: 

& Large-scale builders get accurate data on 
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kitchen ranges and water heaters, and 
improved domestic stokers. Many plants 
now use the overfire air jet, an attach- 
ment which blows air into the furnace to 
burn up the smoke before it reaches the 
stack. These are also being attached to 
thousands of locomotives. New boiler 
settings, controls and brick work will also 
help reduce smoke. 
& Bear in mind that natural gas and oil 
are relatively clean fuels. But of course 
large-scale conversions won’t help the 
economy of a coal-producing region. And 
there are shortages of the cleaner fuels 
and of conversion equipment. 
& In your planning, get the best guidance 
you can from local heating and power- 
plant engineers, who know the local prob- 
lem best. Consult men who have worked 
on smoke control in other cities. There 
are also national organizations which can 
lend a hand. [See box, page 40.] 
& Finally, remember that any anti-smoke 
moves you make will be immeasurably 
strengthened if you persuade neighboring 
cities to do likewise. Given the right wind 
velocity, air polluted at Youngstown at 
midnight ean be over Pittsburgh in early 
morning. 

The greater the area of attack, the bet- 
ter the chances of beating the smoke evil. 


and Business 


local temperature ranges, humidity, wind 
velocity and direction. They use this in- 
formation in selecting and placing air- 
conditioning equipment. 

& Mail order companies use long-range fore- 
casts. They prepare for heavy orders after 
a rainy spell in farm country. Rural people, 
they find, stay indoors and thumb through 
catalogs. 

The American Meteorological Society, 5 
Joy Street, Boston 8, Mass., maintains a list 
of qualified weathermen and weather con- 
sultant firms. 

You also may go directly to the Division 
of Climatology, U.S. Weather Bureau, Wash- 
ington 25, D. C. Here you will pay from 
$600 for a month-long special project to 
$18,000 a year for continuous special research. 


KIPLINGER MAGAZINE, December 1947 





TEMPEST IN TEA 


EA MEN are wearing furrowed brows 

over the historic downward drift of 
tea-drinking in America. They dwell 
glumly on a decline of per capita con- 
sumption from about 10 pounds a year 
just before the Revolutionary War to 
slightly more than a half-pound today. 

To them this condition is outrageous, 
since they consider tea not only a de- 
lightful beverage but the cheapest one 
besides water. Though it is no comfort 
to them, they know the reason for the 
decline of their product: most Americans 
don’t know what a good cup of tea tastes 
like because they’ve never learned to 
brew one. 

Robert A. Lewis, former president of 
the Tea Association of the U.S. A., cries 
in obvious pain: 

“There is no bad tea imported into this 
country but I shudder to think of all the 
bad tea drunk in this country. No wonder 
so many Americans think weak tea is the 
proper beverage for nice old ladies.” 

Even the top tea men know the industry 
has only itself to blame for this. It has 
never troubled to educate the public on 
how to make a good cup of tea. It is not 
doing so now. 

Tea’s association with sissiness is rela- 
Before the Revolution strong 
men drank it habitually. But tea lost 
eround with successive wars. During the 
Revolution tea-drinking was considered 
unpatriotic and it was not until just after 
the Civil War that consumption climbed 
to one-and-a-half pounds a person a year. 
Following the Spanish-American War the 
figure fell to slightly more than a pound 
a year. The two World Wars brought 
further drops, which has inspired someone 


tively new. 
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in the industry to say: “One more 
war and we’re out of business.” 

But it isn’t as bad as that yet. 
Industry leaders think promotion 
can save tea. They point to the 
soft drink business. Fifty years 
ago the average American bought 
less than 10 soft beverages a 
year; today he buys 144 exclusive 
of those obtained at soda fountains. 

The soft drink industry grosses 600 
million dollars and plows 42 million back 
into advertising. ‘Tea brings 80 million 
dollars annually to grocery stores. But 
the industry puts no more than 4 million 
a year into advertising. 

Coffee, meanwhile, is booming despite 
its price. Annual per capita consumption 
of coffee has reached 19 pounds a year; 
it’s the drink in 780 American cups as 
against 110 of tea. 

The coffee industry has efficiently stand- 
ardized brewing techniques for restau- 
rants, and has educated housewives in 
how to make good coffee. It also has 
produced instant coffee. That is a body 
blow, since speed of preparation with 
tea bags has been a strong talking point 
for tea. 

The tea industry has long wasted a 
creat promotional opportunity in the tea 
bag itself. It was originated in 1908 by 
one Thomas Sullivan, a New York City 
tea and coffee merchant. Sullivan cut 
costs by distributing tea samples in China 
silk bags instead of sample tin cans. 
People began ordering his “bags of tea” 
irrespective of the tea varieties they con- 
tained. Today 35 percent of all tea we 
consume is in bags—and it would be a 
higher percentage if people used the bags 
correctly. 

But the industry has never insisted that 
the tea bag be kept in boiling water for 
three to five minutes to obtain the right 
strength and flavor. (Tea experts are un- 
compromisingly for a full five minutes.) 
A survey among housewives has shown 
that they remove the tea bag—often from 
tepid water—after 42 seconds. The result 
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is an insipid drink and the immediate re- 
action is against tea. 

Yet during the 171 years since the Revo- 
lutionary War the industry has never 
reached uniformity in its printed instruc- 
tions for brewing, either in pamphlets or 
on the packages. 

The tea industry really has a fairly solid 
and faithful base to build on, even now. 
American tea drinkers consume some 20 
billion cups a year, 19 billion of these in 
the home. Thus, 1 billion cups are drunk 
in hotels, restaurants and drug stores, and 
most of these places do unimaginable dam- 
age to the good name of tea. 

There are about 540,000 public eating 
places which sell 40 billion meals a year, 
or more than a quarter of all food con- 
sumed in the U.S. They could do wonders 
for the tea trade if they took the time to 
make good tea. 

The National Restaurant Association 
would say, however, that “taking the time” 
is a glib oversimplification. The Associa- 
tion claims that the packing of tea bag 
boxes is faulty, that the boxes crumple and 
the contents spill, and that strings on the 
ten bags have an exasperating tendency 
to get tangled. But restaurant men cer- 
tainly have no prejudice : 
against tea and don’t re- 
sist, helpful innovations. 

There is enough precise 
knowledge on where tea is 
consumed in the U. S. to 
enable the launching of 
a drive against the weak 
areas. For instance, some 
50 percent is consumed in 
the northeastern states 
where better than 30 per- 
cent of the population is 
concentrated. Next is the 
Midwest with about 33 
percent of the population 
and 28 percent of tea con- 
sumption. 

Eighty-seven percent of 
all tea brewed in Amer- 
ica is drunk at mealtime. 
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And, again, 19 billion of the 20 billion cups 
are drunk in the home. 

The significance is plain. The first need 
is to teach housewives how to brew tea. 
The second is to instruct public dispensers 
in proper brewing, or distaste for tea will 
grow until nobody will want tea even in 
the home. 

Marketing experts also advise the in- 
dustry to: 

& Drop the humble role; become aggres- 
sive. Distributors, salesmen and grocers 
have come to look on tea as a sideline. 
The trade generally should be needled up. 
& Emphasize in all promotion the excel- 
lence of tea when brewed properly, and its 
very low cost—little more than a cent a 
cup. 

& Improve tea advertising. Tea men 
claim that many ad writers speak glibly 
of oolong, black or green tea without the 
slightest knowledge of what they’re talk- 
ing about. They often fail to bring out 
a real tea sales story. 

& Show young people, who ordinarily 
don’t drink tea, what they’re missing. The 
Tea Bureau is trying to get its message 
into the schools, a fertile ground. 

On this last point, it is necessary to 

momma battle the impression that 
tea is a sissy drink. The 
industry may well remind 
young people that the 
tough men who threw 
British tea into Boston 
harbor before the Revolu- 
tion had a basic reason: 
They were tea-drinkers. 

But whether Americans 
ever would be wooed from 
coffee as their basic drink 
isn’t foreseeable or even 
imperative. The indus- 
try’s immediate problem 
is to raise consumption 
above that half-pound per 
person per year. Clearly, 
the first move is to show 
everybody what a good 
cup of tea tastes like. 
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What we should do to supply Europe with enough grain to prevent starvation— 
and how we can accomplish this while remaining the best-fed people in the world 
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TRIPPED down to its essentials, our 
food problem is this: 

If we are to supply European nations 
with the 570 million bushels of grain our 
government estimates is the “absolute 
minimum” they need, we should volun- 
tarily cut our own use of grain by 100 
million bushels. 

The government could of course compel 
us to use less by aggressively stepping 
into the grain market and buying what’s 
needed for overseas shipment. But such 
government buying would shoot already 
sky-high prices sky-higher and add sev- 
eral billion dollars to our food bill. 

So the voluntary method is preferable. 
Already, voluntary action by farmers in 
feeding less grain to livestock has brought 
the 570-million goal in sight. But a volun- 
tary cut by consumers is also important, 
psychologically as well as practically. In 
the long run it will be better for our 
pocketbook, our waistline, and our con- 
science. 

Here’s how each of us can pitch in on 

the food problem, save food, and still be 
the best-fed people on earth: 
& Cut down on meat, poultry and eggs. 
This is the best way to save grain. De- 
spite the Citizen’s Food Committee’s can- 
cellation of poultry-less Thursdays, the 
statistical fact remains that poultry, to- 
sether with livestock, consume the major 
share of our grain supply on their way to 
our tables. 
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About 51% pounds of grain must be 
fed to a hog to produce 1 pound of 
juicy pork roast; 24% pounds of grain go 
into the making of 1 pound of fairly lean 
steak. Much more grain than that goes 
to produce big, succulent prime steaks. 

Thus, if you demand fancy steaks and 
offer to pay top prices for them, cattle 
feeders will naturally pour more grain 
into their cattle to “finish” such meat. 

In proportion to their weight, chickens 
and turkeys are even bigger grain con- 
sumers. It takes 5 pounds of grain to 
make 1 pound of chicken or turkey. 

& Instead of the best cuts of meat, try 
the cheaper varieties. A leaner steak is 
just as nourishing as a prime steak. 

& For the protein you need, eat more fish. 
The production of leading food fish aver- 
aged 4 billion, 396 million pounds in 
1946. Production can go higher yet af 
the demand materializes. 

& T'o keep in trim, a moderately active 
man should have about 3000 calories a 
day, 70 grams of protein, .8 of a gram of 
calcium, 12 milligrams of iron, 5000 units 
of Vitamin A, 1.5 milligrams of thiamin, 
2 of riboflavin, 15 of niacin and 75 of Vita- 
min C. A moderately active woman needs 
2500 calories a day. A 13-to-15-year-old 
boy needs 3200 calories a day. A 7-to-9- 
year-old girl needs 2000. Each of them 
needs the other nutrients in proportion to 
the adult male requirements. 

& Such a family of four can get all of 


45 








these food elements and have an excellent 
balanced diet by eating the following food 
in one week: 

21 quarts of milk. Diet experts don’t 
recommend cutting down here. 

10%, pounds of meat, poultry or fish. 
Make it a point to eat fewer prime steaks. 
Use more commercial and utility grades of 
meat and variety meats such as liver and 
kidneys, brains and hearts. Use a lot 
more fish. 

1 pound of dried beans, peas or nuts. 
Occasionally serve dried peas or lentils, 
navy beans, kidney beans, lima beans or 
soybeans as main dishes. They will serve 
as a fine meat substitute. 

12% pounds of flour, cereal or meal. 
Don’t cut down drastically here, because 
vou have to have something to stick to the 
ribs. But don’t waste; don’t throw out 
stale bread. Use it for toast, stuffing, 
puddings, etc. 

3% pounds of fats and oil. You pay 
for the fat on the meat you buy, so use 
any extra for cooking and seasoning. This 
will cut your butter and lard bill. Also use 
more vegetable fats, relatively plentiful 
now. 

In addition to the above, a weekly diet 
for a family of four should include 11 
pounds of potatoes, 91% pounds of citrus 
fruits or tomatoes, 12 pounds of leafy 
green or yellow vegetables; 15 pounds of 
other fruits and vegetables; 2 dozen 
eggs and 34% pounds of sugar, syrup or 
preserves. The experts don’t suggest much 
cutting down on these foods. But DON’T 
buy excessive amounts—and waste them. 

We've all seen cartoons of a fat hog 
gobbling grain at a trough while a skinny 
little child (the non-U. S. world) stands 
nearby with an empty bowl. Those car- 
toons are no understatement. When you 
begin to find yourself irked at the nuisance 
of having to adjust your food habits, re- 
member this: 

One bushel of grain saved by each Amer- 
ican in the coming months will enable the 
U. S. to ship enough grain abroad to pre- 
vent starvation—and political turmoil 
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set, our income stabilized. 


Teneare 
me 





The big problem facing us today is high 
prices. Maybe, as some people allege, govern- 
ment costs are part of the story, but not all of 
it. I think business itself is doing a job of cost- 
plus pricing and probably will continue to do so 
until the law of supply and demand starts to 
operate. It seems to me that the business leaders 
—the 85 corporations which got the bulk of the 
war contracts—are guilty of shortsighted leader- 
ship when they grant increases to labor without 
insisting upon increased productivity—then very 
simply add the increase and more too on the con- 
sumer price. Certain companies are today plan- 
ning reductions in prices because of new ideas 
and plans and this is the type of leadership we 
need. 

Richard C. Cooke 
West Newton, Mass. 


[See article “Who Caused High Prices” page 26.) 


You could perform a public service by 
explaining the underlying reasons for sky-high 
prices and the point at which they will finally 
reach their permanent peak. The answers to 
these vitally important questions are: (1) What 
is causing the rise in prices? Primarily the cost 
of government, and specifically the size of the 
public debt. (2) When will we reach the peak? 
When the national income has for some time 
exceeded 200 billion dollars annually. <A _ tax 
burden of 30 billion dollars cannot be financed 
on a smaller national income. The tax burden 
can hardly be expected ever again to fall below 
that figure. 

Arthur H. Jenkins, Philadelphia 


I have written a check for the Community 
Chest for a day’s salary. Last year we gave the 
equivaient of 4% days’ pay. Why the drop in 
contribution to one of the best welfare agencies? 
Here’s why. I’m one of a million or more white- 
collar workers who might be called junior execu- 
tives. I’m married, have a boy four, trying to 
buy a home, a bungalow for which we paid al- 
most double. For this group there are no union 
leaders shouting for pay increases. Our salary is 
Out of my salary 
come state and federal income tax equivalent to 
16 percent, living costs (home finance and upkeep, 
food and clothing) of 42 percent, medical and 
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dental 9 percent, insurance 16 percent, leaving a 
balance of 17 percent for barest other necessities. 
I wish every congressman, every citizen, would 
read “Living on $5500 a Year” [October issue]. 
I did and I felt less sorry for myself. 
Phillips A. Hayward, Mung. Dir. 
Hardwood Dimension Mfrs. Assn. 
Louisville 


Your article about the family whose in- 
come is $5500 is all so true. You could have been 
writing about us. To the couples in the 35-year- 
old group conditions at present do not look like 
a business cycle. Our predicament has been 
brought on by supply being nationwide while the 
demand is worldwide. Our only hope for im- 
provement is better conditions abroad. 

Our parents with similar income had a maid 
in the kitchen. I do all my own work. I have 
to reach into my electric refrigerator, remove the 
frozen vegetables and cook them on my electric 
I do my own wash—in the washing ma- 
chine. Our gas furnace costs more than our 
parents had to pay for coal plus the “furnace 


stove. 


man’s” fee. 

What am I trying to say? I say count your 
blessings. Remember that story in the Bible 
about the seven lean years and the seven fat 
ones? It was a business cycle. People came from 
far off to get food from the area which had 
stored up in anticipation of the predicted famine. 

Got any War Bonds on you? Hang on to 
them. You may need them someday when there 
is more food and less money. 

We'll pull out of this. We always have. 

Mrs. H. Anderson 
Washington, D. C. 


You 


Women” 


“This 


[September 


Exciting World of 
“The new long 
skirt . 1s a break for textile mills which needed 
a pick-up in demand.” In October Notes you 
said: “There is a world shortage of textiles . 
The world shortage did not build up in a 

month, did it? 

E. F. Walker, Sec.-Treas. 

Rhode Island Textile Assn. 


Providence 


sald in 
issue]: 


7 No, but there can be—and is—a world 
shortage by test of need, while money is 
scarce abroad to economic 


loo rovide 


demand. 


I would like somebody to explain how 
taking $100 from me, using some of it for ad- 
ministration, and spending the rest for goods for 
Europe, will insure prosperity for this country. 
I would like to spend that money myself. Of 
borrows the money, 


course if the government 
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trade will be held up and the bust postponed, 


H. H. Hiatt, Astoria, Ore. 


I am sure an article showing the magnitude 
of requirements for materials to fulfill the de- 
mands of the various nationalities covered by the 
Marshall plan would be of great interest to many 
people. Why is it necessary that we expend our 
own vital natural resources when the very coun- 
tries to whom we are sending our resources are re- 
taining their own? It is difficult to understand 
why a plan cannot be evolved whereby we are 
furnished with certain critical raw materials for 
which we return finished products in exchange. 

W. F. Lisman, Pres. and Gen. Mer. 
The Leland Electric Ce., Dayton 


I wish some thought might be given to 
the subject of the “poor stockholder.” Corpora- 
tions have been shortsighted not to have in- 
creased dividends at the time they increased 
wages and salaries. A stockholder has no more 
say-so with his board of directors than a “poor 
fish” has with the vote of his congressman. 

In one instance where a corporation had some 
135,000 stockholders and the board showed utter 
disregard for their needs, I wrote for a list of 
directors with the amounts of their shares, and 
was amazed to find many of them had no shares. 
Some were bankers, some were lawyers, invest- 
ment brokers, etc., whose knowledge of the 
business was almost nil, and I learned their at- 
tendance at meetings was likewise nil. It de- 
veloped that the president and chairman of the 
board together held about 6 percent of the stock 
and policies they established were always ap- 
proved by the board, demonstrating that in this 
and other companies boards of directors no 
longer exist. They are a board of confirmers, 
chosen because they are too busy to attend 
meetings 

Alfred E. Ballin 
Industrial and Engineering Counsel 
Tulsa 


[See article “How 
Salt?” page 17.) 


Directors Earn Their 


Can 


I have read the article “Installment Buy- 
ing—the Lid’s Off” [October issue]. It is too 
bad that on such an important subject there is 
so much shallow thinking. We do not subscribe 
to the theory that installment sales credit of 
10 percent or less of disposable consumer income 
can have any substantial effect in either bringing 
on or prolonging depression. 

With the big increase in prices of articles and 
in disposable personal income, the problem for 
the next two or three years will be the ability to 


47 








handle the available and desirable time sales 
business. For this reason, I certainly can see no 
unusual hazard in the business, at least during 
that period. 

A. E. Duncan, Chm. of the Board 

Commercial Credit Co., Baltimore 
“vt: The article “Installment Buying—The 
Lid’s Off” is quite a factual presentation of the 
situation, and generally speaking I agree with it. 
However, I do not agree with your statement 
that installment credit will go into an upward 
rush that will at least triple the volume now out- 
standing. There will be an effort by the licensed 
small loan companies, the national and state 
banks, industrial banks, credit unions, and others 
to avoid any exploitation of the ending of federal 
controls. Installment lenders are as acutely con- 
scious of the dangers inherent in the overexpan- 
sion of consumer credit as are government of- 
ficials. 

Paul L. Selby, Exec. Vice Pres. 

National Consumer Finance Assn. 

Washington, D. C. 


av. In paying deserved tribute to Richard K. 
Mellon, the author of this article “The Mellons 
Discover Pittsburgh” [October issue] has been 
thoroughly unfair to other members of the family. 
Some of Pittsburgh’s wealthy families have for- 
saken the city but most of the Mellons have 
stayed right here. There is the mark, not only 
of Mellon money, but also of Mellon concern for 
the community and its people, on many of our 
hospitals, our churches, our home for crippled 
children, our colleges and other educational in- 
stitutions, and our community chest, to which 
the Mellons have been major contributors. 
George Ketchum, President 
Ketchum, MacLeod and Grove, Inc. 
Pittsburgh 


a @* Your article on the Mellons contains a 
slight inaccuracy on smoke control in Pittsburgh. 
City smoke control went partially into effect 
October 1, 1946 and into full effect, October 1, 
1947. 
exempt, are now included. 
40.] 

As far as the Pittsburgh Package is concerned, 
much credit must go to Governor Duff, who 
comes from the Pittsburgh area. The Republican 
delegation to the legislature from Allegheny 
County did not provide very good leadership 
and was frequently split on key issues of the 
Pittsburgh Package. 
rescue at crucial moments. 

William Block, Co-Publisher 
Pittsburgh Post-Gazette 


One and two family homes, formerly 
[See article on page 


The governor came to the 


ot #: In general, I heartily agree with the author 


in much he said in the article “Walls Between 
the States” [October issue]. I have opposed 
trade barriers and am thoroughly convinced these 
barriers must be removed with special exceptions. 
Certain quarantine laws are essential, as well as 
nursery stock laws, but these should not be used 
to prevent competition. Montana is relatively 
free of trade barrier laws, and I sincerely hope 
the time will come when only those laws neces- 
sary to prevent the spread of disease among live- 
stock, fruits, vegetables and grain will remain. 

Sam C. Ford, Governor 

State of Montana, Helena 


oa 


a €. Your article “The Boom in Sales Taxes” 


[October issue] states that the State of California 
has an agreement to collect the city sales tax 
and allocate to the cities. This is an error. The 
sales tax for the state is collected by the State 
Board of Equalization, but the cities which have 
sales taxes must collect their own taxes. 

G. F. Byrne, Public Accountant 

San Anselmo, Cal. 


q Mr. Byrne is right. California discussed 
state collection, but did not adopt it. We 
were misinformed. 


ar” 
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»@ @* Professor Laurie’s reference to your wash- 


ing machine article [July issue] in the September 
Letters column prompts me to add my two cents 
worth. For nine years my wife always sent out 
all laundry and it came back cleaned, ironed, 
folded and ready to be used. Then she decided 
to buy a washing machine. That was the sorriest 
day of my life because all my free time is now 
spent in waiting for the clothes to be washed. 
Then they have to be hung on the line, after dry- 
ing have to be taken in, sorted out, and my wife 
has to sit up for hours after the children are 
asleep and iron. At the end of the day both of 
us are worn out. The Bendix is a wonderful 
machine but give me the good old laundry 
every time. 
H. L. Lesberg 


Beaver Business Brokers, Boston 


) I am all for that movement to eliminate 
the “Dear...” salutation in business letters 
[October issue]. For years I’ve been starting 
my letters something like this: “Listen, Mr. 
Jones...” or “Let’s get together, Frank, on 
that proposition...” etc. Why should it be 
necessary to bend the knee to formality and call 
a Mr. Smith “dear” when you’d like to wring 
his blooming neck? 

Jerome P. Fleishman 

The Fleishman Business Publications 

Baltimore 
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LOOK FURTHER AHEAD-— 
YOU'VE GOT TO 





Kk you will check up on what vou are thinking or doing at any given 
moment, vou will find that u ually vour mental operations are cevoted 
to the future You are thinking that in ten minutes from now you must 
do something—or it may be tomorrow, or a week from next Tuesday. 
Sometimes you think a vear ahead, sometimes five years, sometimes a 
hole veneration, occasionally longer. 

luverv decision vou mike, big or little, is made with the thought of 
how it will turn out, short-range or long-range. It is said that some 
peope live lQ)] the present, Lyvit if isn ft True. jor even “thoughtless people” 
spend most of their thoughts on some piece of the future, even if it’s 
only tomorrow. The more thoughtful look further ahead, and the most 
thoughtful look the longest distance. It’s merely yy matter ot degree. 
Test vourself at any time, and vou will see it in yourself. 

This means much in business. Every husinessman is continually 
looking ahead, for if he doesn’t he fails and falls down or out. Every 
businessman is a forecaster for himself. Every hour, every day, every 
month he forecasts. Sometimes he turns out right, sometimes wrong, 
but anyway he must make assumptions, and decide his detailed steps 
accordingly. He must have a pattern, and some sort of a budget, even 
though it may be loose. Always the pattern and budget are turned 
toward the future. 


] 


eknownst tO ourselves. we 


since we do Dian ahead. CONSCIOUSLY OFT Unb 


] 
i 


ought to do our planning well. So what most of us need is not less 
forecasting, but more and better toreensting. This takes faets, but faets 
ilone are not enough. It also takes arrangement of facts, judgment, then 
projection No matter what vou eall it, this is foreeasting, and it 1s 
Important to every businessman, and to all businessmen, in their own 


| , } 
NISINeCSSes ind tor the whole CCONOMY. 


| 


. , ? ? ¥ > ] : . ) . ; 
( »> Op OF Torecasting comes the important element Of decision. Part ol 
] ] ] : o 
rhe reason Tol lepressions is the lack of sound forecasting and the 
| } } | 
Kk Of firm decisions on the basis of the best foreeasts Often vou know 


vou ought to do and what will happen if you act shortsightedly, 


Vou @enant ring voursel] ro net on the longer VIEW. You simply erab 
vhile the grabbing is good, even while forecasting privately that it will 
bring trouble later. Like that midnight snack of liverwurst and cheese 
It will knock out a good mieght’s sleep, and vou know it. but vou eal i 
iT) 

\lanyv of the things we are doing in business now, we shouldn't do 
tor the eke Ot tutiure prosperity But we eant resist the femiptation, 


! ) ] : . 
Wi (LOT) 1 have rhe Mutts To vet on the hasis OF Our TOTreCASTS. 


In business, in polities, in national affairs and personal affairs, we must 
earn to thin ead and turther ahead. \nd weve got to act on our 
lorward thinking. It’s the onlv way to improve the tuture, and the future 

the only thing we have a chance to improve. 








COMING 


YOU CAN BE AN EDITOR 


Maybe you don’t want to be an editor, but 
anyway you can be if you want to be. And 
there are times when you'd like to 





be, just for a day—to put across 


. \DERS a good idea, to get into print some- 


thing that will aid others, to report 
some developments in your commu- 
nity, your business, your experience. 

Here’s your chance. This Magazine cultivates 
its readers not only for subseription price and 
reading time, but also for information and ideas. 
The working editors have plenty of information 
and ideas of their own, but they weleome the 
freshness that comes from others. It is a basie 
policy or attitude, and it works well. Some of the 
best articles in the past vear were suggested by 
readers, and the eredit belongs to them. 

This is not a new idea in publishing. The old 
English publications did it, and the early Ameri- 
ean publications did it, but the modern trend has 
let it fall into disrepair. This Magazine is trying 
to revive the practice—of regarding readers as 
co-workers, not merely as subscribers. 

So appoint vourself an editor or a reporter. 
Write us what’s on your mind. Report the in- 
teresting and significant doings in your par- 


ticular piece of the world. Chances are that 


thousands of others will be interested, and will 
benefit. We shall be careful and selective in 
choosing material, and we may fail you, but we 
shall try not to. 

This is a way by which you may expand your- 
self, and be helpful to other readers, and earn 
their thanks. 


THE EpITorS 
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